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DEFENSE PRODUCTION ACT AMENDMENTS OF 1958. 


THURSDAY, i ter 12; 1958 


Unrrep Srates ‘Sen ATE, 
(oMMITTEER ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON PRODUCTION AND STABILIZATION, 


Washington, D. C. 

“The subcommittee met, pursuant to call, at 10:10 a. m.; Senator A. 
Willis Robertson presiding. Pia 

' Present: ‘Senators Robertson and, Capehart. 

. Senator Rozertson. The subcommittee will please come to’ order: 

* The chairman. of the subeommittee to which this legislation was 
referred was tied up in other business, arid he' requested the chairman 
of the full committee to get someone else to preside this morning. 
The chairman of the full committee asked the junior Senator from 
Virginia, who is not:even a member of the subcommittee, if he would 
be willing to preside, knowing that the junior Senator from Virginia 
was very much interested ‘in the legislation, as chairman of the Joint 
¢ ‘ommittee on Defense Productidn. That is why the gentleman. from 
Virginia is presiding this morning. 

We have a bill which has been pending for. some time, and is a very 
short bill, S. 3323, by Senator Fulbright, of which the junior Senator 
from Virginia and the‘senior Senator from Indiana are cosponsors. 
We have had no requests to be heard:in opposition, so apparently: we 
will not have any need for extensive hearings,.but we do. want to make 
a’ record: The Chair is pleased to see Hon. Gordon G iray here this 
morning, the Director of the. Office of Defense Mobilization. The 
committee will be pleased to: hear from Mr. Gray: at this, time. 

The Senator ‘from Indiana suygests that if the: witness wishes he 
can have the full text of his statement put in the record, and he, can 
summarize it for‘us. 

Senator CargHarr. Maybe it will save a little time. 


STATEMENT OF GORDON GRAY, DIRECTOR; ACCOMPANIED BY 
CHARLES H. KENDALL; GENERAL COUNSEL, OFFICE OF SRrENSE 
MOBILIZATION 


- Mr. Gray. All right, Mr. Chairman. 
‘ Senator Capenartr. Unless you would.rather do otherwise. 
Mr. Gray. No. I would, be perfectly willing to approach it in 
that way. 
I would like: to say, Mr. Chairman, with me is Mr. Charles’ H. 
Kendall, General ¢ ‘ounsel of the Office of Defense Mobilization, who 
is here to help me answer any questions you may have. 
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Generally, the purpose of this bill is to extend the Defense Produc- 
tion Act fora period of 2 years. Otherwise it will expire on June 
30 next. We feel that it is important for defense purposes that the 
law be extended. We have many current programs which are au- 
thorized by the law, which, of cour'se, would automatically terminate 
unless the tilt is pened f 

I am sure that the members of. this committee are thoroughly 
familiar with the provisions of the bill which generally provide 
priorities ‘and. allocations—— 

Senator Cargenarr. Are, you offering any amendments to the act 
at all?. '+:', aii Ht 

Mr. Gray. Senator Capehart, we are not at this time offering any 
ameridments. The bill before you simply provides for an extension. 
I have in my prepared statement, as you will find, a discussion of the 
borrowing authority in the bill. | 

Senator Rosertson. Suppose 'you emphasize that for this. reason : 
This bill was an administration bill, prepared and sent to us, of 
course, like other administration bills, and we merely continued in it 
the type of financing that, has been previously used. ‘Since that time 
the junior Senator ‘from Virginia raised the question on the floor as 
to the authority of the Banking and Currency Committee to appro- 
priate. funds by means of .a pipeline under the guise of managing 
the public debt. This is another pipeline bill. 

The Senator from Virginia did not prepare. it, but he is goin 
to be accused on the floor of favoring it, don’t you see, when he are 
the point on another bill that that practice-should be stopped and 
we should have an authorization: We will be glad to have. your 
discussion of, that... setae 

Mr. Gray; Yes. Of course; Mr. Chairman, this kind of authority 
could be terminated if the Congréss desired, and these matters could 
be. handled through the Appropriations Committees. We feel, how- 
‘ ever, that since the inception of this act, that is, since 1950, it has 
worked well: It; has ‘given considerable flexibility. to accomplish 
expansions and other defense purposes, and, although the limit of 
_ the borrowing authority has been $2.1 billion, we have accomplished 
several times that in terms of mobilization preparedness through these 
years. , 

‘My own feeling is, it. would be wise to extend the authority, 

I think I should point out to you something that is in my prepared 
statement, and therefore will be a part of the record, namely, that 
due to a sequence. of events this borrowing authority is threatened 
with exhafistion, and it will be necessary for us to come up with 
some sort of measure to prevent at some future time an overrun of 
the authority. | 

.Senator Rosertson. Which would you prefer? Continuation of 
the present’ method,’ or.a return to the more formal provision of an 
authorization followed by an appropriation ? 

Mr. Gray. Well, my preference, I think, both official and personal, 
would be for the continuation of the present authority. 

Senator Ropertson. You liave authority, I assume, from the ad- 
ministration to,make that statement ? 

Mr. Gray. Yes, sir. 

Senator Ropertson. You may proceed. 
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Mr. Gray. Well, as I said, we will be coming, Mr. Chiigspan be- 
fore the Congress ‘with a suggestion with respect to measures w ee 
would prevent the exhaustion of this authority, arid I hope to do t 
very soon. The important, thing at this time is that the act el 
on June 30, and the Congress, of course, if it is to be extended, must 
act by June 30. . 

As far as these other measures are concerned, tite is not pressing 
because they could be haridled as well after June 30 as: before,’ 
Obviously we wish to come back as quickly as we can with the admin- 
istration. proposal in that regard. 

Senator Rogertson.’ We have a statement. from’ our ‘staff: that.i in- 
dieates with reference to your money that: there is no reasenable'ex~- 
pectation that, you will run out of funds during the coming fiscal 
year. You have enough'to.run you fer the remainder of this fiscal 
year and fiscal 1959, and you will. not need moré money until 1960. 
What about that? You do not want us to give you money 2 years in 
advance, do you ? 

Mr. Gray. No; we are not here asking for money. | I iheald point 
out that among the combination of circumstances which have arisen is 


the extent to which producers of basi¢ metals have taken advantage of 


their opportunity, or thejr option 'to put to the Gov ernment quantities 
of materials produced under these contingent, contracts, This has 


been in large part due to the change in the worldwide metal markets, . . 


where a =a moved ‘fr om & position of short supply to.one of. some 
oversupp] 

The t reat that we face is that’ these puts will continue, which, of 
course, must, be made against this authority. I do not suggest that 
we are in a situation of.oyerrun at this time, but I think it is important 


‘that we understand the probability of ‘an overrun unless something 


is done, and I would not wish to wait until that time is upon us to rec- 
ognize this fact. 

Senator,Carenarr. At the moment, all you are suggesting is that 
we extend the act for 2 years? 

Mr. Gray. That is right. 

Senator’ Roperrson, And since it will’ be extended 2 years, ‘you 


think we ought to fix up the money end of it'right now? 
Mr. Gray. No, sir.. I have no specific proposal this morning to , 


make with respect to the money: | 
Senator Capenart..The chart.I have in my hand shows that at the 


‘moment: you do not anticipate any heed for additional money in 1959, 


but there might; be some additional need in 1960. That is the au- 
thorization of money. 

Mr. Gray. Yes; may I ask Mr. Kendall to speak on th: at? 

Mr. Kenpatn. Mr. Chairman and Senator Capehart, the difficulty 


is not entirely, shown on that chart.. ‘That is a table that shows when. 


the dollars‘ would have ‘to. be passed ‘out to pay for the metal as ‘it 
comes in, on the best forecast that.Mr. Floete of' the General Serv- 
ices Administration cai, make.at. this time. It is true: that the total 
number, of dollars paid out: would probably not run to $2.1 billion in 


the next fiscal year, but the law requires that we treat as direct obli-: 


gations of the, United States the probable ultimate net cost’of this en- 


tire transaction, and that probable ultimate net cost must, be 'tredted | 


just like an appropriation. | 
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We would be in a deficiency silane if we let that which we call 

Senator Carprnarr. At any rate, you are not asking for anything 
at the moment except an extension of the act tor 2 years? 

Mr. Gray. That is corréct. ', 

Senator Carenarr. That makes it very easy, Mr. Chairman. 

Senator’ RoserrsoN. We have some requests for changes, but we 
may find that they are not needed... I refer, for instance, to S. 1936. 
That is a bill by Senator Curtis, and others, to have you transmit 
« semiannual report on the dispersal provision. “You have filed a 
report dated, May 27, 1957, on reducing our vulnerability to attack. 
‘This ‘has; been printed - as Defense Production Act Progress Report 
No,.40. - Do you expect to.submit further reports on your activities 
in the fielil of dispersal / ¢ 

Mr., Gray.‘ Yes, sir. 

Senator ‘Ropertson. Then, gentlerien of the comniittee, we can 
take that into ‘consideration as to: whether or not the subeommittee 
or the full committee may want to include in the continuation any 
compulséry language on that: It would seem if these reports are going 
to be made there is-no need to legislateconcerning them. 

The other bill is one by Senator Holland, 'S. 2652. The administra- 
tion is’against that.' ‘That would amend the Defense Production Act 
to authorize’ loans to certain public agencies directly. connected with 
activities: essential to the national defense, including particularly 
operating terminals and other port facilities and other tr ansportation 
activities. ': The Office of Defense Mobilization and. Civil:Service and 
the Treasury, are all ‘against that bill. 

Today,: however, we received a letter which will be included: i in. the 
record, ftom the Department: of the Army, saying that the Depart- 
ment of the Army on behalf of the Department of ‘Defense favors the 
above-mentioned bill. “Does*that come as a surprise to you, or are 
you aware of that? 

Mr. Gray. No, I had not kriown about that, Mr: Chairman. 

Senator Rogerrson. Do you wish to change ‘the position you have 
taken ? 

Mr. Gray. No, sir, I do not. 

‘Senator Rone RTSON. Does the cigtinlagn of the committee wish to ask 
any further questions on this phase of the matter ? 

Senator Carenart. No. 

Senator Ronerrson. We have a letter that I will insert. in the rec- 
ord addressed to the chairman. from the National. Electrical. Manu- 
facturers: Association. 

(The letter referred to follows :) 

sais ic ae ELECTRICAL MANUFACTURERS ASSOCIATION, 
New York, N. Y., June 10, 1958. 
Hon. J. W: FULBRIGHT, 


Chairman, Banking and Currency Committee, 
United States Senate, Washington, D.C. 

My Dedr Mr. ‘CHatrMan: Your bill, S. 3323. to extend the Defense Produc- 
tidbn Act of 1950, is now before 'the Subcommittee on Production and Stabiliza- 
tion of your committee:. May we respectfully urge that this bill, and the Defense 
Production Act, be amended-in the manner proposed in this letter. 

The American hydraulic turbine manufacturing industry. -is faced with a 
critical emergency. We believe this.is a matter of such importance to national 
defense and security and of such a nature as to require an amendment to the 
Defense Production Act of 1950. 
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Survival of the American hydraulic ‘nities matiufacturing industry is at 


stake. i 


Federal ‘Government puré¢ hanin of, ‘foreign-built hydraulic turbines for installa- 
tion in domestic hydroelectric projects threatens the life of this industry which 
faces insurmountable economic sara in competing with ror manufac- 
turers. ; 

American wages in manufacturing exceéd those iti foreign countries by 100, 
300, and 1,000 percent or more,; Government. ‘Specifications recognize that labor 
cost in building hydraulic turbines accounts for 45 to 55 percent of total contract 
price., And-it takes about the same number of man-hours té produéea hydraulic 
turbine in the United Statés as’ in any other industrialized nation. Bid tabula- 
tions for hydraulic turbines for the United, States and .foreign niarkets mace q 
shown oyer the, last several years, that foreign manufacturers can’ underbi 
American produce ers by substantial margins whenever they! wish to do so. In 4 
number of’ cases Americ an bids have exceeded foreign bids by 50, 100, and ever 
150. percent. ’ 

The Situation is critical. Anoertean manufac turers can no longer- compete 
successfully in foreign countries for hydraulic ‘turbine sales. , The export sales 
we, do gain are limited to, those particular Export- Import Bank’ loans which 
require the purchase of American equipment, Now. we are abdut to lose the do- 
mestic market to foreign manufacturers.. In 1954, the Federal Government 
awarded a contract to a-foreign Manufacturer which in dollar.value Was equiya* 
lent to ohe-third of the total ddmestic bookings of the entire American hydraulic 

. turbine industry for that year. ; 

In: 1956, a public utility district.in the State ,of Washington awarded $12 mil- 
lién worth of hydraulic turbine business. to a foreign manufacturer. This one 
contract was"équivalent to nearly half a.year’s business for the entire American 
industry..’ No industry, and particularly a long-term, hea VY capital goods ‘indus-, 


= 


try like the, American hyd#aulic turbine manufac turing industry, can long ‘with- 


, Stand such economic handic aps and shock. 

This is.a matter of critical importance to national security and defense, * 

1. Only five companies in the entire United States have the trained-and ex-' 
perienced engineers, the skilled labor, the large critical metalworking’ tools (ele 
phant tools), the specialized laboratories, and the manufac ‘turing facilities which: 
are required to repair’and to manufacture, repair parts for the hundreds of 
hydraulic turbines throughout.this Nation that are essential ‘to the production 
of hydroelectric: power. The'Joint Congressional Committee on Defense Pro-: 
duction has repeatedly pointed, out’ that this. Nation “must be hacked up, by an, 
sadequate and unfailing supply of electric power, one of the vital resources of the 
country for which there is no present substitute’. (fifth.annual report): This 
same manpower and these same facilities are required for’ the dévelopment. ' 


design, ahd manufacture of hydraulic turbines. in the United Statés: The five 


compa nies are: 


Allis‘Chalmers Manufacti'ting Co., Milwaukee, Wis. « . 
Baldwin-Lima-Hamilton Corp., Philadelphia, Pa., and San Francisco, Calif. 
The. James Leffel & Co., Springfield, Ohio 

Newport News Shipbuilding & Iry Dock Co., Newport News, Va. 

S. Morgan Smith Co., York, Pa. ' 


While other companies produce other equipment for hydroelectric powerplants, 
these companies are the only ones which design, manufacture, and maintain 
hydraulic turbines.. The hydraulic turbine industry should not be confused with 
the électrical equipment manufacturing industry. 

2. The manpower, tools, and facilities of the industry are important to the 
production of heavy. large;sized, armament items and their components. They 
are. used to. manufacture equipment for the utilization of nuclear energy and for 
test facilities éssential to the development of our. aircraft, and missile programs 
and for other defense programs. During and since World War IT this industry 
has produced the following defénse items: 


Atomie cannon (280 mm and ‘240 mm) 

Aircraft elevators 

Arresting engines for aircraft carriers 

Atomic energy projects, large motors, compressors, and special valves 
Atomic reactor component's 

Axial flow compressors 

Aircraft carrier tatapults, 


26890—58——2 
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Accéleration test machines 
Large machine tools 
Propellers, fixed and -.ontrollable pitch 
Propeller shafts, propeller shaft casings, and struts ‘for the Navy capital 
and maritime nierchant ships ‘ 
, Propulsion equipment for Naval vessels 
Presses for airframes 
Presses, shell, extrusion, stretcher, ete. 
Steering gear, rudder and rudder parts for aircraft carriers and other 
Nayy capital ships 
Stern tubes, frames, bushings for the Navy’s capital ships 
‘Steam turbines for Navy vessels 
Shipyard. tools 
, “Test machines for Navy and Air Force 
Turrets and gunmounts 
,Wirid tunnel, items, special valves, special airside controls, casings, and 
‘rotor disks for compressors, test sections, etc. 


‘ 


The Director of the Office of Defense Mobilization has publicly recognized “the 
importance’ of the engineering, skills, and tools in the hydraulic turbine indus- 
try” to national défense; (exhibit A). 


‘ ACTION BY THE, EXECU TIVE BRANCH OF THE GOVERN MENT 


This problem has become-vne .of increasing difficulty to the American. hy- 
draulic turbine manufacturing industry. It has intensified since Executive 
Order 10582 was issued,on December 17, 1954. Under this-order, the executive 
departments feel compelled to award contracts ‘to foreign manufacturers when- 
ever the lowest American bid exceeds the lowest qualified foreign bid by any 
differential, greater than, 6 percent. The 6 percent differential, even the 25 
percent differefitial in effect priér.to December 1954, are completely unrealistic 
and unfair in view of the economic data cited above. 

Two and a half years ago we appealed to the executive branch of the Govern- 
ment for a. complete inquiry into the problem of national defense and sécurity 
as' affected by Federal procurement of foreign-made hydraulic turbines. We 
asked for the establishment of an interagency committee for this purpose. In 
April 1957, following a‘letter to the President of the United States, the Govern- 
mént established the Interagency Committee on Hydraulic Turbines. This 
committee ‘studied this’ problem for a year-and then submitted a confidential 
report, with recommendations, to the Director of Defense Mobilization, Arthur 
S. Flemming. 

The’ Director of Defense Mobilization published his ruling on this problem 
on Marchi 8, 1957 (exhibit A). The ruling stated in part that: 

“Qn the basis of -the ecommittee’s’ findings arid on my own study, I do not 
believe the present. situation justifies.a rhling that would recommend to Federal! 
procurement agencies that all contracts for hydraulic turbines. should be limited 
to United States suppliers. 

“In reaching vhiS conclusion I have heen influenced strongly by the fact that 
section 3'(d) of Executive:Order, 10582 clearly envisages that exceptions under 
that section will be made on.a «asesby-case basis: Therefore, I recommend that 
decisions regarding procurement of hydraulic turbines ¢ontinue. to be made on 
a case-by*¢ase; basis. .However, in view ofthe importance of the engineering, 
skills; and! tools in the hydraulic turbine’ industry, I have instructed the Office 
of Defense Mobilization staff and the Inte ragency Committee to keep future 
developments in the industry under close study:”’ 

Section 3:(d) of! Executive Order 10482 states that: 

“Nothing in ‘this order shall affect: the anthority or responsibility of an execu- 
tive agéenéy to. reject any'bid or offer’for materials of foreign origin if such 
rejectron is necessary to protect essential national-sécurity interests after receiv- 
ing advice with respect. thereto from the President or from any officer of. the 
Government desighated by the Préesident’to furnish such advice.” 

Director of Defense, MobiliZation,gGordon’ Gray accepted the ruling of his 
predecessor on April 29, 1957 (exhibit B) 

The Interagency Coimmittee on Hydraulic Turbines,, under the chairmanship 
of ODM, ‘studied the problem of hyditaulie turbines for a year. Fifteen months 
have passed since the; ODM issued its ruling. Four days after Dr. Flemming 
issued his géneral ruling, he recommended that two contracts be awarded to an 
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Ameriean manufacturer in the interests of national security, even though there 
were lower foreign bids. Subsequently, however, the. Department of the Army 
awarded a single contract for hydraulic turbines ‘to a foreign manufacturer 
worth 5 times the combined value of these first 2 contracts. As far as we know, 
the case was decided unilaterdlly by the Department of Defense and was never 
referred officially to ODM.: Nor did ODM, ask for its referral even though Dr. 
Flemming had “instructed the Office of the Defense Mobilization staff and .the 
Interagency Committee to keep future: developments in .the’ industry uhder 
close study” (exhibit A). ODM. has just begun a much broader and more.com- 
plex study than its review of the hydraulic turbine case, a study of 'the heavy 
electric-power equipment procurement situation and its relationship to national 
security. ; 

What happens to the American hydraulic 'turbitie builders'in the meantime? 
Over the last 2 years and more the Federal Government has increased substan- 
tially its purchases of foreign-made hydroelectric power equipment. . Foreign 
manufacturers are obtaining more and more contracts. from private and other 
public purchasers of hydroelectric power equipment. As matters now stand, 
survival of hydraulic turbine building in the plants of American manufactyrers 
is now dependent upon the behavior of foreign producers. 


EMERGENCY LEGISLATIVE ACTION IS NEEDED 


We believe that the American. hydraulic turbine manufacturing industry faces 
an immediate and critical situation and: that. corrective legislative action is 
necessary in the interests of national. defense and security. However, it is, ob- 
vious that: the committee will have no opportunity in the few days left before 
the expiration of the Defense Production. Act to weigh: carefully the many 'prob- 
lems that are involved and to develop a-long-term legislative remedy. How- 
ever, we believe that the facts cited show that an immediate solution is required. 

SUGGESTED EMERGENCY ACTION 

May we urge that. your committee recommend to the Congress that.the Defense 
Production Act be amended in a,manner to require that for the hext 24 months, 
through June 30, 1960, the executive departments use ‘a labor equalization dif- 
ferential in'its evaluation of American and foreign bids on‘contracts to;supply 
hydraulic turbines to the Government. Under this proposal'the Federal agencies 
would be required to ward contracts to American manufacturers if the bid price 
of the lowest American bidder did not exceed.that of the low qualified foreign 
bidder by a differential greater than the percentage differential that wages paid 
in manufacturing in the United States exceeds those paid in mamifacturing 
in the country of foreign origin. It} would be further provided, however, ‘that 
the percentage differential applicable’to wages would be calculated to take into 
account the extent to which labor cost is a .portion of.total contract ‘price: when 
the hydraulit turbine to be furnished is produced in the United States. Official 
governmental statistics exist for. these facts as they’ apply: to hydraulic turbines. 

We believe that 'an.amendment of this sort is germane to the Defense Pro- 
duction Act, 

1. Under this act and authorizations by Congress the executive departments 
have expended considerable\sums of money to expand facilities for the produc- 
tion of goods and, services necessary for natiorial security, including expanded 
facilities for the manufacture of steam:-turbines-and mac hine tools. 

2..The Congress has authorized’ the expenditure of ‘even greater, suns for 
these ‘same purposes. 

3. This’ proposal does: not call for loans or new appropriations. It does not 

oan for increased facilities. It calls for emergency action to maintkin existing 
facilities required for the design, manufacture, and, repair of essential hydraulic 
turbines and for the: production of the many defense items which the American | 
hydraulic turbine builders are presently prepared. to design and manufacture. 

This is a matter of critical importance to the American hydraulic turbine 
manufacturing industry. -The principles, policies, and practices which the Fed- 
eral Government establishes and follows in awarding contracts for hydraulic 
turbines Will decide the survival of this American industry. Federal purchases 
of hydraulic turbines: account ‘for 64 percent' of the entire industry's average 
annual bookings. The industry is’ not.large. “Total orders booked from all 
public and ‘private purchases in the United States averages less’ than $27 
million per year. 
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If the committee ‘wishes ‘additional information or would like to question 
the industry on thisimatter and on its recommendation, we would be very glad 
to appear before the committee, at a public hearing or at an executive session, 
according to the'wishes of the committee. 

May we respectfully urge favorable consideration of this presentation and 
its recommendation. ' 

Respectfully submitted. 

' Aas | Ww. J. RHEINGANS,. 
he Chairman, Hydraulic Turbine Section. - 


‘ Peers ' . Exareir A 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE.OF DEFENSE MOBILIZATION, 
ehre: Ost ie . Washington, D. C., March 8, 1957. 
Mr. WOLIAM! J. RHEINGANS,. , : : 
Chairman, Hydraulic Tur bine Section, 
raenes Electrical M anufacturers Association, 
‘ 4 New York, N. Y. 


DEAR Mr. Rueryoans.: Thank you very much for your many letters’ and oral 
information submitted to me and to the Interagency Hydraulic Furbine Com- 
mittee in the course of the consideration of your request for a ruling, under 
section. 3,(d) of Executiye!Order 10582, -that Federal purchases of hydraulic 
turbines should be limited to Aniericati manufacturers. 

‘As you know,’ Executive Order 10582 was issued by President Eisenhower to 
establish uniform standards’ and procedures ‘to be applied by all .Federal agen- 

‘cies in administering the Buy Américan Act.- ‘Section 3 (d) of that order 
permits the head of a Federal agency “to reject any bid or offer for materials 
of foreign origin’ if.such rejection is neGessary to protect essential national 
security interests after ‘receiving, advice with respect thereto from the Presi- 
dent or from any officer of the Government. designated by the President to 
furnish needed advice.”. In.the memorandum’ in which President Eisenhower 
designated me. to furnish advice to executive agencies pursuant to section 3 (d), 
he stated that it was his, conviction’ that exceptions under this provision of 
the Executive Order should be made “only upon a clear showing that the pay- 
ment .of a greater differential than the order’provides is justified by considera- 
‘tions of national sécurity.” To ensure, that all aspects of the United States 
essential ,security interests pertinent to your request would receive appropriate 
consideration, an interagency committee was established.to study all available 
information and to submit a report to me. 

On the basis of the committee’s findings and my own study, I do not believe 
the present situation justifies a ruling,that would recommend to Federal pro- 
curement agencies that all contracts for ,byAaraulic turbines should be limited to 
United States suppliers. 

In reaching this conclusion I have been influenced strongly by the fact that 
section 3 (d) of Executive Order 10582 cledrly envisages that ‘exceptions under 
that section will be made on a case-by-case basis. Therefore, I recommend that 
decisions regarding procurement of hydraulic turbines continue to be made on a 
case-by-case basis. However, in view of the importance of the engineering, 
skills, and tools in the hydraulic turbine industry, I have instructed the Office 
of Defense Mobilization, staff and the Interagéncy Committee to keep future 
developments in, the industry under close study. 

I appreciate the opportunity of meeting with you and other representatives 
of the industry and want to assure you that each future case referred to this 
Office for advice under section 3 (d) of the order will receive our most careful 
and objective consideration. 

Sincerely yours, 
ARTHUR S. FLEMMING, Director. 
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| BxectTIve OFFICE OF "THE PRESIDENT, « 
4 OFFICE ‘OF DEFENSE MOBILIZATION, 
W ere D. C., apr 29, 1957. 


ii 


, Mr. W.' J. aa uy : 
Chairman, Hydraulic Turbine Seétion, sas) : 
Nationat Blocersoe Menagactorwve Association, 
New York, N.Y. 

Dear Mr, RHEINGANS: ‘Thank you for your letter of April 15, 1957...’ 

I appreciate your offer to submit additional data’ on the subject of Federal 
procurement of hydraulic turbines. At this time, howeyer, I see no occasion, for 
reviewing the recent, decision by Mr. Flemming that procurement cases referred 
to this Office under section 3 (d) of Bascntive Order 10582 would: continue to 
be evaluated ona case-by-case basis. 

Should we require additional data in our next’ considération of a case sub- 
mitted to us for advice under the order we —, of course, take advantage of 

. your. very. kind offer. ° ; 
Sincerely yours, 


b 


r 


aban Gray, Director. 


Senator Roperrson. They want us to w rite a tariff provision in this 
bill. ‘They. claim that the foreign manufacturers of turbine engines 
have lower manufacturing expenses than we do in this country, and 

that the’6.percent domestic preference under the Buy America Act 

and “Executive Order: 10582 is not sufficient protection for domestic 
industry in the manufacture of these engines, and, they want»us to 
put in ‘this’ bill a tariff provision—they do ‘not say what, but they, . 
said enougli to equalize the difference between what it, costs here and 
abroad. We do not even know what it costs here. It would be diffi- 
cult to find out what’ the costs would be in just one company. 

__ Take Newport News Shipbuilding & Dry Dock Co., for example. : 
‘That is one of the most efficient companies in the United States,and . 
when it comes to building big ships they. generally underbid the-rest 
of them. . Probably their costs would be’ far less than maybe some- 
body else’s out on the west ‘coast. There would not be any definite 
yardstick as to fixed costs even in this.country,.so how we find ,out 
what the costs would be fn England; how we find out what the costs 
would be in Germany, what the costs would be in Japan, or wherever’ 
else they might make engines of this type, I really do not know. ‘That 
is a subject that I frequently -have heard discussed in the Ways and 
Means Duane by representatives of the Tariff Commission, when 
they were called upon to’ determine tlie relative competitive costs. -” 

They said, for instance, if théy investigated the cost. in Europe 
it would take them about a year on that, one phase, and before they 
could complete it the chances are thatthe costs. would change. They 
one us the administrative difficulties involved in.a provision of that 
kin 

Aside from that fact, I do not think thé Banking and atrency 
Committee has aythor ity to write tariff legislation. 

I would like to have your commient.on that. 

Mr. Gray. Mr. Chairman, this is the first I-had’ known of the letter 
from the National Electrical Manufacturers Association to the chair- 
man of the committee. The first thing I would point out is tht 
there are avenues of relief. open to such petitioner, and we have 
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pending and. ls active consideration in the Office of Defense 
obilization at this time a petition from the same association.,for 
relief under section 7 of the Trade Agreements Extension Act. This: 
is a matter'that is under very intensive consideration currently. ~ 

I would have been surprised at, the concept that the Defense Pro- 
duction Act was a vehicle for tariff considerations. My own reaction 


to thi§ is that ‘this would not ‘be an appropriate amendment to the 


Defense Production Act. I cannot give you the administration posi- 
tion on: this, because I can give you only. my own reaction, since I 
had not'seen. this-before. 
‘Senator Roserrson. Your ssureoniad: reaction is if.that, type of relief 
is proper, this isnot the proper place to give it? 
r. Gray. That is my own feeling. 
Senator ‘Ropertson. And, of course, wé have no technical staff to 


Fe go in intd these tariff matters, even if we had the jurisdiction to consider 


Are: ehiate any further questions on that point? . Do you wish to 


- @laborate on any other matters covered by your forma] statement, 


which will be inserted? - 
Mr. Gray. I believe not, Mr. Piha: I have trite’ to make this 


. statement as comprehensive and clear as I could. 


Senator Roserrson. It is evidently a tribute to your management 
of the affairs of: the Office of Defense Mobilization that nobody has 
come befote us to. baw] you out or to blame you or complain about 
you, of asked that you . abolished or curtailed this way or some 
other way.’ Apparently the general sentiment is that you are doing 


all right, and this work ought to be continued. 


‘Senator Capersart. ‘That would be the natural assumption since 
no one is appearing against you. 

Senator .Ropertson. A meniber of the legal staff said we might 
want to get a comment, on Reorganization Plan 1. The counsel will 
state what Reorganization Plan 1 is. 

Mr. Hate, Reorganization Plan 1 of 1958, as I understand it, would 
transfer to the President those powers which are now in the Office of 
Defense Mobilization, or its Director, or in the Federal Civil Defense 
Administration, or its Director.. It would abolish those: two agen- 
cies and create a new Office of Defense and Civilian Mobilization, to 
which ‘the President might, if he chose, later delegate some part or 
all of the powers trans erred to him. As we analyze the reorgani- 
zation plan, it makes very little change in the Defense Production 
Act, because virtually-all of the powers in that are now vested. in the 
President anyway. 

Mr. Gray. That is correct. 

Mr. Hae. Consequently this arnounts pretty much to making the 
civil-defense legislation follow the pattern of the Defense Production 
Act legislation. We understand there are a few other powers under 


other acts like the Stockpiling Act, which were put into the Office of 


Defense Mobilization by a previous reorganization plan, which would 
be shifted to the' President by this plan, but those are not affected by 
the Defense Production Act: 

Mr.’ Gray. I--would think, Mr. Chairman, as far as the Defense 
Production, is ‘concerned, and as far as. its administration is con- 
cerned, there would. be no significant change. I would suppose, with- 
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out having authority: to 'say this, that the President would delegate 


to the new Director of the Office of Defense arid Civilian Mobilization, ‘ 


‘-those authorities that: he had previously: delegated to the Director 


of the Office of Defense Mobilization, and for ‘practical purposes: I 
think the change as regards the Defense Production Act is a change 
in title-of the Director, and the fact that that is a new Execitive 
Office agency with broader: powers; but with’ respect to these particu- 


. lar, authorities and responsibilities, . do not think you will’see any 
difference in this operation. | : 


Senator Ropertson. Suppose we innate a memorandim on Réorgan- 
ization. Plan No. 1 in the record: 
(The memorandum referred to follows :) 


acaasinwaatniees PL AN. No. 1 oF 1958 | 


Reorganization Plan, No. 1 of 1958 was transmitted by the President to the P 


Congress on April 24, 1958. It was referred to the Senate Committee on Gov- 
ernment Operations, along with a resolution, of, disapproval introduced by 
Senator Potter. °, 

The plan would .transfer to the President all functions vested by law in 
the Diiector of the Office of Defense Mobilization or in ODM and all functions 
vested by law in the Federal Civil Defense Administrator or in: FCDA. It 
would create a new Office of Defense and Civilian Mobilization (OQDCM) in the 
Executive Office of the President. ‘To this Office the President ‘would presum-: 

ably delegate .ntost or all of the functions; transferred by the plan and also 
those functions vested in, him'by law and now delegated,to FCDA or ODM. The 


functions which presumably would ‘be. delegated to the new ODCM would ' 


include the functions .vested in the President under the Defense Production , 


Act and now delegated to the ODM by txecutive: Order 10480 of pages 14, 
1953, as amended. 
Reorganization Plan No..3 of 1953 transfetred to the Director of ODM 


functions vested by statute in the Chairman of the National. Sécurity Resources | 


Board,‘ certain functions; vested in the Secretaries! of the Army; Navy, Ait 
Force, and Interior, and the Army and Navy Munitions Board urider the 
Strategic and Critical Materials Stockpiling. Act,. and functions vested, in the’ 
Munitions Board under the CCC Act and the Federal Property and Adminis- 


trative. Services Act, and all functions vested by statute in ODM. ‘These , 


functions would be transferred to the President by Reorganization Plan No. 1. 
of 1958. 

In addition, the functions of the Federal Civil Defense’ Administrator under 
the Federal Civil Defense Act woiild be transferred to the President and by 
him delegated to the new Office, 


The ODCM would be headed by a Director and a Deputy Director, both : 


nominated and confirmed, who would receiye pay ‘at the rates prescribed by 
law for heads of executive departments and Under Secretaries, respectively, 


and three Assistant Directors, also ‘nominated and confirmed, who would | 


receive compensation at rates for Assistant Secretary of executivé departments. 


In-addition, there would be 10 regional directors in supergrade positions. The 
new Director would be a member of the National Security Council. 

With minor exceptions noted above, the reorganization plan does not directly 
affect the Defense Production Act or the authorities granted ‘by ,that act 
because’. those. powers, are now vested in the: President and could be delegated 
by him at any time.to any official. The only powers conferred on the Office 
of Defense Mobilization or its Director by the Defense Production Act are 
found. in sections 2 and 708. In the first instance the Office of Defense 
Mobilization is authorized to coordinate certain’ activities and in thé second 
instance certain consultations with the Director, are required. A third refer- 
ence to the Office of Defense Mobilization ‘in section 701 (d)° of the, act is 
related to a report which was requiréd to be'filed in‘1955. 


Senator Roserrson. There is just one other question. I think we 


how have some voluntary, agreement limiting the importation ‘of oil. 
What agency is administering tliat program? 
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Mr. Gitay, | ‘The pidimbibiberiingy agency is the Department of the 
Interior, through the means of Captain Carson, who was designated 
by Secretary Seaton as the administrator of the program. The pro- 
gram is administered under the policy guidance of a special Cabinet 
committeé, wider: the chairmanship of the Secretary of Commerce, 
Mr. Weeks. |’ 

The Director of the ‘Office of Defense Mobilization, as you will 
recall, Mr: Chairman, made a certification to the President in April 
of 1957 with respect to the importation of crude oil, and the Presi- 
dent took action on his certification in approving a voluntary pro- 


‘gram. Actually now, inasmuch, as the Director of the Office of 


Defense ‘Mobilization is not a member of that Cabinet committee, I 
have very little to. do with the administration of’ the voluntary 


program. my 

‘Senator Roperrson. “On behalf of the committee we thank you very 
much, Mr: Gray. 

Mr. Gray., Thank you, '} ‘Mr. C hairman. 


‘Senator Roserrson. Without objection, your full prepared state- 


ment will be njade a part of the record at this point. 


(The prepared statement of Mr. Gray follows :) 


STATEMENT OF Gorpon Gray, Diieoros, OFFICE OF DEFENSE MOBILIZATION 
I. INTRODUCTION 


Mr. Chairman and members of the committee, I am glad to appear before this 
committee to recommend the extension of the Defense Production Act. 

As the President pointed out in his budget message this year, the act has 
provided much of the basic authority to bring about needed expansion of pro- 
ductive capacity, to provide ‘controls over the use of scarce materials, and to 
initiate other measures essential to enhance our military strength. He indi- 
cated that those authorities will continue to be needed and recommended a 


_ 2-year extension of the'act. 


I believe that such an extension is important to our national defense and I 
would like to discuss briefly. the nature of the powers now in the act and the 
essential programs which they make possible. 


Il. PRIORITIES AND ALLOCATIONS 


‘The priorities and allocations authority of title I of the act is of great impor- 
tance to insure the prompt performance of procurement contracts let by the 
Department of Defense and the Atomic Energy Commission. The require- 
ment that defense contractors give preference to those contracts over all others, 
a priority which extends down, to. the subcontractors as well, is necessary to 


‘insure the production of. essential defense goods and services according to the 


specified delivery schedules. 

The effectiveness of, these priorities is assured through the Defense: Materials 
System which is operated. by the Department of Commerce under a delegation 
tion of title I authority. It requires producers of basic forms and shapes of 
steel, copper, aluminum, and. nickel alloys to set aside certain percentages of 
their production for the filling of identified orders of the Department of Defense 
and the Atomic Energy Commission.- The availability of materials and priority 
of performance will continue to be necessary to carry out current military. pro- 
grams and would insure prompt execution of new weapons procurement. For 
example, the production of missiles is being given top priority over all other 
production by means of ratings under this authority. 

This DMS mechanism also brings about the spreading of defense orders among 
‘the various producers of basic materials thus leaving each producer a propor- 
tionate share‘of his output for meeting the requirements of his customers in the 
civilian market.. This is particularly effective when materials are scarce.- The 
system, however, does. not affect the manner in which the producer or his cus- 
tomers distribute their goods in the civilian market. As you know, section 101 
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(b) of the act prohibits controls over thé general distribution of any material 
in the civilian market unless the President finds that the national defense re- 
quirements for a scarce and critical material cannot otherwise be met without 
creating a significant dislocation in the civilian market resulting ‘in appreciable 
hardship. There are no materials which now require such control. 

In addition to its value in meeting current defense procurement requirements, 
the defense materials system provides us with a very important readiness meas- 
ure. It is a device which could be expanded rapidly in time of emergency to 
handle the abrupt increase in niilitary and defehse-supporting orders | which 
| would occur. It would provide the framework for the more detailed measures 
which would. become essential to’ control, the use of scarce materials in the 
civilian market.’ Its current operation on defense orders also provides another 
important’ aid to preparedness. It maintains the requirements‘gathering ma- 
chinery in the contractors’, plants and in those of their suppliers, as well as in 
the Department of Defense and the Atomic Energy Commission.’ This’ would 
_ permit the prompt and effective application of the necessary controls in the event 
of any substantial mobilization period and if this country ‘were to suffer an 

atomic attack, the DMS device would be absolutely essential to the effective 


utilization of our remaining productive resources for’ survival, conduct of the’ 


war, and rehabilitation. 


ILI.. PRODUCTIVE CAPACITY AND vad PPL Y 


The authorities granted by title IIl of the act wisi it possible for the Na- 
tion’s productive machine to produce with the least"possible delay the kind and 
volume of goods needed to wage aewar. The use of thése powers in combination 
with tax amortization assistance has resulted,in the developnient of a produc- 
tive capacity for items in substantial peacetime demand generally adequate to 
nieet wartime requirements for those items. Of. the 227 production expansion 
goals established all are now closed either because the goal has been achieved 
or because even this Government assistance was not enough to bring about the 
private investment required. There are substantial reasons, however, .for the 
' continuation of these authorities. 

The loan guaranty provisions of section 301, are partic ularly useful to the 
procuring agencies to assist their contractors in securing working capital. and 


additional equipment needed for the performance of defense eontracts., The ; 


rapidly changing character of the military program requires a marked shift 
of weapon emphasis and the consequent acceleration and modifications of new 
weapons production. Guaranty assistance is likely to be of continuing importance 
for some time. 

While the lending authority of; section 302 and the' long-term procurement 
and. other authorities of section 303 have been used sparingly'in the last year 
or more it is likely that. critical needs for-such assistance will arise from’ time 
to time. Accelerated research and development of. new ‘weapons may result in 
sharp increases in requirements for key materials and a need for new or 
expanded processes and capacity to produce critical items. © 

Furthermore, our current studies of the survival item program may disclose 
the need for use. of these authorities. The various agencies of the Government 
with mobilization responsibilities have developed a list of items believed to be 
necessary to sustain the civilian population and military personnel immediately 
after a nuclear -attack on this cotntry. The studies of the ‘Nation’s capacity 
to produce survival items, adjusted to reflect damage estimates, and our best 
estimate of attack requirements for such items are likely to result in deficiencies 
which should be met by: preattack preparedness: measures. , Because ‘those 
measures are likely to include, among other things, expansions of capacity to 
produce or the acquisition of reserve stocks of ‘critical items, Government 
assistance will probably be needed and.title III authorities are well designed 
to assist in the éxecution of such programs. 

Similarly, studies are underway: to estimate the effect of a nuclear attack 
upon. various critical chains of production. Althotigh the Government’s pro- 
gram to encourage industrial dispersion as stated in the declaration of policy 
of the act has been helpful, peacetime economic considerations make it ‘im- 
possible to achieve the effective dispersion of the many important private 
facilities without Government assistance. If our studies develop links in the 
chain of production which, if broken by attack; would create critical bottle- 
necks in vital production,’ it may be necessary to, assist private concerns in 
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providing alternate or substitute facilities or supplies. It is not possible at 
this point to predict the extent-to which programs ‘for such assistance may be 
required but it seems,only prudent to retain the authorities which might be 
used to carry them out should they be necessary. 


Iv. GENERAL PROVISIONS: 


Title VII of, the act' provides a number of supplementary authorities which 
, are necessary: to the exercise of the powérs granted in the preceding: titles. 
In ‘additioh it includes ‘two specific ‘authorizations of great importance to the 
mobolizatibn. program, the voluntary agreements authority. of section 708 and 
that of section 710 (e!) concerning the executive reserve program. * 
Section 708authorizes the granting of an exemption from the antitrust laws 
for private parties voluntarily engaging in combined actions found to be in 
the public interest as contributing to the national defense. Under this authority 
there are presently in forcé 16 agreements establishing integration committees |: 
' for the Department of Defense. . Those committees consist’of all current and | 
prospective contractors with the: Department of Défense for the military end } 
item involved and, by: exchanging information, techniques, and processes, are 
able to deyelop production practices, standardized parts, and other devices for | 
‘achieving a more efficient, and uniform product.. Those committees perform 
a valuable service for the current military programs and also provide a broad 
' base of informéd producers capable of a rapid expansion of military production 
in the event’of war. 
Two other voluntary agreements which were sponsored by agencies other than 
the Department of Defense have been in existence for several years but have 
undergone substantial amendment as a result of ‘the Attorney General's review 
in accordance with the 1955 amendment to section 708. Thé Attorney General 
found that the agreements on foreign petroleum supply and on tanker capacity 
contained certain features'which were undesirable from an antitrust viewpoint. 
After consultation with the ‘interested agencies, amendments were developed 
which would meet thise objections and yet provide a mechanism which would 
serve to achieve the important national: defense objectives of the agreements. 
, Each contains a standby mechanism fora rapidly steppedup program in time of 
war for the effective u'se of the facilities and supplies covered by the agreements ¥ 
39 ' on w voluntary basis without the necessity for Government allocation. 
’ The existing agreements have, both, current and wartime value and depend, of 
course, upon, the authority granted in section 708. Furthermore, in the event of 
trouble the need for ‘this authority would undoubtedly increase—probably in 
more areas than are now authorized by the section. 
The second substantive power in title VII is that authorizing the executive 
* reserve program, which we believe to be a readiness measure of great iinportance. 
Under the provisions of section 710 (e) and the-procedures prescribed by Execu- 
tive Order 10660 each agency having mobilization responsibilities is authorized 
to set up and train a reserve of persons from private life and from Government to 
fill executive positions in the Federal Government in time of mobilization. Under 
this program 14 agencies have established such reserves and as of the middle of 
May had énlisted about 1,150 reservists. The reservists are being: made familiar 
with the various’ mobilization plans related to their expected wartime positions 
and .they participate in test exercises such as the annual Operation Alert. The 
immediate availability of such a reserve, capable and informed, to perform the 
many. urgent administrative jobs would meet one of the most difficult problems 
of a rapid full-scale mobilization. In'this connection, I should mention the author- 
ity of section 710 to hire consultants and experts on a without-compensation or 
a when-actually-employed basis. The advice and experience of men and women 
from the many segments of the, economy-are important to the current develop- 
ment of the mobilization program, and in time of war it would be essential that 
such persons be available on a full-time basis. 


Vv. DURATION | 


As I haye indicated, the authorities now existing in the act are needed for 
current military programs and mobilization preparedness measures and would 
be extremely important tools for immediate action in the event of a full or partial 
mobilization. Many of the programs must be continuously pursued and revised 
for some'time to come: It is for this: reason that we have recommended a 2-year 
extension of the presént act. 
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Now I should like to discuss with the commhittee’ the section of the act which 
authorizes the borrowing authority used to finance the various expansion. pro- 
grams. As you know, section 304 authorizes borrowings from the Treasury 
in the amount of $2.1 billion and, because it, was intended that the borrowing 
authority should be used to accomplish a much greater expansion in capacity 
than’the stated ‘limitation on outstanding indebtedness, there was included in the 
law the unusual prov ision that contingent liabilities assumed by the Government 
should be considered as obligations of the Government only to the extent of their 
probable ultimate net cost. This made it possible to use the funds as a supplier 
‘in commerce would use them, anticipating income from sales as a source of new 
funds to meet future obligations. The effectiveness of the borrowing authority 
was, thus multiplied and commitments - undertaken during the history of the act 
have exceeded $7.5 billion, 

The calculation of probable ultimate net cost, as the words imply, involves the 
application of judgment factors and the forecast of future events. Each type 


.of assistance to industrial expansion calis for different considerations in' arriv- 
. ing at net cost. ‘Thus in a research’ grant “for the encouragement of * * * de- 


velopment * * * of critical and strategic minerals” the total amount involved 
is net cost, financially speaking. In a procutement contract at a premium price | 
to encourage the development of domestic sources, the prémium paid is almost | 
certainly net cost. A procurement contract at or'below the current market may. . 
or may not involyé net cost depending upon the .usefulness of the: material in 
Government programs, such as the national stockpile, and the stability of the 
market itself. A first ‘estiinate of net cost.may ‘have to be revised as time goes 
on by reason.of changes in long-term demand and market outlook. 

Two things are important in connection with 'the concept of probable ultimate 
net cost. The first is that by the nature of the test which the law provided, .the | 
Government: obligation was uncertain and changeable. The second is that the 

authority was not expected to continue in perpetuity-—it was contemplated that 
there would ultimately be a net cost to the Government which was not to exceed | 
$2.1 billion. ' 

Despite the recognition in the law of the circumstances that use of the borrow- 
ing authority would ultimately involve a net cost, there was included no general 
provision for a discharge of ‘the total obligation. There was added in 1953 a 
provision authorizing the cancellation of notes to the extent of the cost of metals, 
minerals, and other materials transferred to the national stockpile, but this 
provision could not by itself accomplish the closing out of the authority since it 
applied only to materials acquired and could not reach, obligations incurred 
for other purposes such as “the development. of substitutes for such strategic 
and critical materials”, “the encouragement of exploration” or the administra- 
tive costs of the fund including interest upon the borrowed money. 

The occasion for my discussing the borrowing authority at this time ;is a 
sequence of events which have directly and drastically affected the calculation 
of the probable ultimate net cost. Most important among these events were (1) 
the policy decision of the executive branch in the light of new strategic concepts 
to procure ‘strategic and critical materials for stockpile against a 3-year emerg- 
ency need rather than a 5-year emergency need—a decision which reduced stock- 
pile requirements for these materials by approximately 40 percent, (2) the deci- 
sion ‘of the Congress not to provide funds for the reimbursement of the borrowing 
authority through stockpile appropriations, and (3) the worldwide turn-around 
in the metal market from a short supply to an oversupply situation. It should 
be pointed out that the third of these events has affected the calculation of net 
cost in two ways. It has increased the calls upon’'the Government to take nietal 
the delivery of which was at the contractors’ option, and it has made it impossible 
for a responsible Government to put the accumulated inventories oh the market. 
These effects have been cumulative and threaten to exhaust the borrowing 
authority. 

Action to prevent this result must, of course, be taken. .We can neither de- 
fault in the performance of our contingent purchase contracts nor put’ Govern- 
ment inventories of metals and minerals on an already soft market. 

I regret to say, that I'am not today:in a position to récommend one of, the 
several alternative courses which would solve the problem. The matter is under 
urgent consideration in the executive branch,, however, and a recommendation 


‘will be submitted in the near future. ‘The committee: will understand that this 


matter, unlike the extension of the act; can be taken care of as'well after June 
30 as before. 
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Senator ee The Chair would offer for gee in the rec- 
ord, without objection, some letters and reports on 8. 3323, S. 1936, 
and S. 2652, snd then some reports.on operations from the Civil Serv- 
ice Commission and other agencies, and letters to Chairman Ful- 
aia 

f there is no objection, those will be included in the record. 

(The documents referred to follow :) 


x [s, 1936, 85th Cong., 1st sess. } 


A-BILL To amend the ‘Defense Production Act of 1950. so as to require periodic reports 
to the Congress’ concerning action ‘taken to carry out the policy of the Congress to 
encourage geographical dispersal of industrial facilities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 'That the last paragraph in section 2 of the 
Defense Production Act of 1950, as amended, is amended by adding at the end 
thereof the following: “The Office of Defense Mobilization shall transmit to the 
Senate and House of Representatives on or before July 1, 1957 and semiannually 
thereafter a report of the action taken by the various departments.and agencies 
of the Government for the purpose of carrying out the policies set forth in this 
paragraph.” 


REMARKS OF SENATOR CURTIS ON INTRODUCTION oF S. 1936 
DISPERSAL OF DEFENSE INDUSTRIES 


Mr. Curtis. Mr. President, I introduce, for appropriate reference, a bill pro- 
posing to amend the Defense Production Act of 1950, as,amended. I am intro- 
ducing the bill on behalf of myself, my colleagues the senior Senator from Ne- 
braska, Mr. Hruska; the Senator from Utah, Mr. Bennett; the Senator from 
Iowa, Mr. Hickenlooper ; the Senators from Kansas, Mr. Schoeppel. and Mr. 
Carlson ; the Senators from South Dakota, Mr. Mundt and Mr. Case ; the Senator 
from North Dakota, Mr. Young; the Senator from Utah, Mr: Watkins; and the 
Senator from Wyoming, Mr. Barrett., 

The Vice Presipent, The bill will, be received and appropriately referred. 

The bill (S. 1936) to amend the Defense Production Act of 1950 so as to require 
periodic reports to the Congress concerning action taken to carry out the policy 
of the Congress to encourage geographical dispersal of industrial facilities, intro- 
duced by Mr. Curtis (for himself and other Senators), was received, read twice 
by its title, and referred to the Committee on Banking and Currency. 

Mr. Curtis. Mr. President, as youknow, the national industrial dispersion pro- 
gram was announced in August 1951, and was designed to scatter, as much as 
possible, new defense industri¢s. As part of the Korean mobilization program, 
this was supposed to encourage new, defense facilities to settle outside potential 
target areas. Obviously, the. politics of this program have direct effect on its 
er and, thus far, we have done little more than give lipservice to an 
ideal 

Last year, the. measure extending the Defense Production Act to June 30, 
1958, contained a, dispersal section, sponsored by the Senator from Utah, Mr. 
' Bennett. The amendment, in summary, directs the Federal Government to apply 

the principle of industrial dispersion When feasible in erecting plants, in partici- 
’ pating in such plant erection or improvement, and in the procurement of. goods 
and services under this act. 

The bill being introduced today, if enacted, will require the Office of Defense 
Mobilization to transmit to the Senate and House of Representatives, on or 
before July 1, 1957, and semiannually thereafter, a report on the action taken 
by the agencies of Government in carrying out the policies of dispersion of de« 
. ‘fense industries. I am highly pleased that the Senator from Utah, Mr.’ Bennett, 
tthe author of the dispersal amendment enacted last year, is one of the cosponsors 

‘of Jor oe bill. - ; 

dmittedly, my deep interest in this issue is occasioned by the fact that the 
eon Great Plains. region’ affords an excellent opportunity for industrial 
‘expansion. My State of Nebraska provides the elements needed for the support 
of new industry—transportation, water, power, stable and efficient labor, and 4 
history of good’ industrial relations. Several communities in. my State 
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can satisfactorily absorb units of production. We eee several idle wartime 
plants which may well be used to meet some new defense need. 

But transcending the strife in Congress between the “industrial haves” and 
the “industrial have-nots” is the recognition that continuing concentration of 
our productive capacity can be foolhardy in the event of atomic attack. The 
census of 1950 illustrated the fact that our 50 larger metropolitan areas con- 
tained 71 percent of industrial capacity which can be calied defense supporting. 
An editorial in the September 1951 Bulletin of the Atomic Scientists, says: 

“Dispersal is the only measure which could make an atomic ‘super Pear}: 
Harbor’ impossible.” 

One of the first dispersal studies initiated was the Project East River Com- 
mission, which made its study in 1952. In 1955, a committee headed by Gen. 
Otto L. Nelson, of the New York Life Insurance Co., reviewed the 1952 report, 
and conéluded that “It,is high time that an effective [dispersal ] program be de- 
veloped to reduce urban and industrial vulnerability on a long-term basis.” 

As a practical step, General Nelson recommends that the United States seek 
to obtain a balanced 30 percent of its gross national production outside of the 
metropolitan target zones.’ The 30-percent factor is a starting point, and Gen- 
eral Nelson uses this figure because it has been estimated that the present pro- 
ductive capacity of the Soviet Union is about 30 percent, of our current level. 
While we are near the 30-percent figure, it is not a balanced production, accord- 
ing to General Nelson. He believes our productive capacity will grow at a 
rate of 4 percent per year for the next'10 years, and he holds that dispersion 
should .be achieved by locating new. or expanded facilities, rather than by mov- 
ing existing ones. 

Details on industrial concentration can be produced in volume; but we know 
that, unless motivated by sound defense objectives, human nature’ will usually 
follow the easiest. course. For example, an article in Rubber World, for August 
1956, is entitled ‘“‘The Rubber Industry Is Vulnerable to Atomic ‘Attack. ” The 
article states that 6 well-directed H-bombs falling on 6 prime targets’ can wipe 
out two-fifths of the plants and ‘personnel of our rubber industry. The article 
quotes Business Week for August 13, 1955, to point out that the shift of rubber 
production to new regions is relatively slight, and that 50 percent of postwar 
rubber industry expansion has been in: the Great Lakes region, one-third in 
Ohio alone. 

The problem of dispersion of industry is one we shall meet in the forseeable 
future. It will not be solved. in the Halls of Congress, nor will be aided by 
emoting about the effects of atomic war. Industrialists are, by and large, a 
practical lot; and sound industrial planning cannot deny an appropriate empha- 
sis on dispersion. I believe economics will bé more determinative of ultimate 
dispersion than will governmental coercion or assistance. For the most part, 
governmental assistance need not attend beyond that normally aftorded defense 
expansion. 

I urge that this important bill be favorably considered within the near future. 

I ask unanimous consent to have ‘printed at this point in the Record an 
address: delivered by Maj. Gen. David H. Baker to the ‘Aviation Writers Asso- 
ciation on November 16, 1956. ° 

There being no objection, the address was itnesil to be ean in the Record, 
as follows: 

“AppRESSS BY MAJ. GEN. Davip: H. BAKER TO AVIATION WRITERS ASSOCIATION, 
NOVEMBER 16, 1956 


It’s a real pleasure to have this opportunity to discuss Air Force procure- 
ment and production problems with such am outstanding group ‘of leading 
writers inthe aviation world. Because I read your daily, weekly, and monthly 
articles most thoroughly, I have had to conclude that there isn’t very mueh 
I can tell this group about today’s procurement ‘problems and how they affect: 
industry. Therefore, I felt: you might like to hear:some of our ideas on what 
impact the trend toward guided missiles will probably have on our procurement 
and production policies and on our industrial relationships. 

“First, let: there be no ‘mistake that we are gradually yet certainly moving 
toward the era of guided missiles.. Today approximately 8 percent of our de- 
liveries are for guided missiles, Five ‘years ago less than one-tenth of .1 
percent of our total dollar acceptances was for guided missiles, and 3 or 4 
years from now we estimate that the percentage’ will be greatly increased. 
What is going on today in this area is more of a revolution'than an Syonet. 
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The: impact on. the Air Force and industry will be as great or greater than that 


experienced wheh we went from Signal Corps observational missions to combat 


aircraft. , 

“The guided missile era brings with it many new problems and requires many 
changes in concepts and policies. Many, of these problems are common to those 
we encounter in"our adv ancing supersonic-manned vehicles. These include the 
need for greater automation ‘of our production processes, with new’ requirements 
for highly skilled personnel. Also, ‘there are common requirements for new 
materials such as titanium and stainless steels with new production techniques 
and manufacturing methods, During my'.limited. time.this afternoon, I must 
pass by these types of changes and concentrate more on those which are peculiar 
to the missile era. 

“There afte many factors which generate and influence the problems in mis- 
sile dev elopment and production, but the one that.st: ands out above-all others in 
importance is complexity. As we substitute a machine for the thinking process 
of man, we automatically introduce great: complexity no matter if the machine 
is to provide ‘difficult mathematical solutions, operate machinery, or defeat our 
enemy. In fact, the latter because of its difficult requirements becomes most 
_ complex of all, What are some of anete new problems which we can foresee in 
the future? 


“The need for instant reac tion, as well as the interrelationship of all. missiles. 


and weapons, requires complete systems’ integration as contrasted to island de- 
fense which worked effectively under the control of the human brain and human 
. Yreaction.times of our manned combat vehicles. This requirement undoubtedly 

-.means that wé must obtain increasing scientific and engineering support from 
industry to assist. the Air Force in developing and keeping togther all elements of 
our forces, particularly in the air defense area. 

“We mist link and integrate the several combat functions of detection, warn- 
ing, and tracking of the enethy weapons with the aiming, firing, guidance control, 
and target kill of our own weapons. ‘This means a continuous and positive tying 
together of what would normally ‘be considered separate systems, each tremen- 
dously large and complex in ‘its specialized function. Radar screens, fail-proof 
communications, ‘trajectory calculation’ and analysis, interlocking of defense 
centers, strategy and weapons selections operational launching of weapons, 
ascertainment of destruction, and the final ‘all clear must be welded into a uni- 
tary, automatic,system. 

“This: increased industrial ' suphort ‘will call for a much more intimate and 
complete participation and cooperation” between industries at all levéls. The 
‘products of the electronics, aviohics, aircraft, aeronautical, radio, cominunica- 
tions, television, electrical, and accessories industries must be. engineered into 
each other and tithe phased in both dev élopment and. production. The Air Force 
ear only serve as the focal point for levéling and balancing these efforts, but the 
major burden’of accomplishment will fall to'industry. 

“Secondly, and within the overdll system integration, we must more closely 
integrate our individual ‘weapons systems than ever before. :The greatly in- 
creased complexity of these guided' systems will force us to withdraw somewhat 
from our Government furnished aeronautical equipment procedure,. praticu- 
larly during tle development period. ‘We must rely. more on our prime manu- 
facturer’to assemble a complete guided system for us.- However, in doing this 
we cannot abandon our current policies which require our prices to work with 
the existing. and capable engine, electronics, armament, and related industries 
in both the development and production of the new weapons. To abandon our 
efforts in'this regard would intrdduce major problems in standardization, dup- 
lication, increased costs in, facilitiés and ‘production, and loss of a suitable 
mobilization base.’ To avoid these major problems we, as well as our primes, 
must continue to utilize the, strong subcontractor potential, the excéllent spe- 
cialized industries dnd: the small-business structure available in this country. 
However, ‘a much closer relationship must be developed between primes and 
supporting industries than has been, evident in the past. 

“We are facing major problems in the area of procurement. Through the 
past decades we: have developed nd utilized good, yardsticks for measuring 
our production efficiency. The Air Force, as well.as each company in the in- 
dustry, recognized ‘the validity. of such yarusticks as cost per pound of airframe 
weight. The guided missile has so reduced the importance of airframe weight 
as compared to electronics, propulsion, and control items that the old efficiency 
measuring devices have become somewhat obsolete and we are endeavoring 
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to acquire new experience data which industry, as well as we, can use as a 
guide in-evaluating our missile costs and détermining our relative’ efficiency. 

“Another of our major procurement problems is that of forecasting the times 
; and level of successful missiles availability.. As you all are aware, predictions 
have been made since early after*the close of World War If for the successful. 
completion of operational missiles. In such @ rapidly advancing art, it has 
been virtually impossible to cut off performance levels of, the missiles because 
of ‘the rapidly increasing, performance of the offensive weapons both manned 
and unmanned. The prediction problem here is most important in terms of 
the prediction of our budgets, the formulation of our training programs, and 
the development of operational and tactical doctrine. As'experience is gained 
in both the development and production of missiles, we are able to introduce 
--greater realism into our forecasts and are approaching’ the. point where we can 
* reasonably predict technically acceptable weapons. 

“Our facilities problems, are changing today and will continue to change ‘as 
we move’ further into the missiles:era. We will, of ‘coutse, need newer,and: 
more accurate types of machine tools which will be needed even for, our néwer 
and faster manned aircraft. In addition, and ¢ven more important, it is, prob-, 
able that new brick and mortar.will be required to provide missile development 
and production facilities in:areas.where missiles can be ‘tested. ’ Likewise, . some 
of our older aircraft plants, have not been readily adaptable to missile produc- 
tion and have been replaced with more modern plants which over the first few 
years of- production will more. than pay for their investment., However, if new 
plants are deemed necessary for development and production of missiles, 
.whether paid’ for partially or completely : by industry, the industry must plan 
to dispose of existing aircraft plants as new plants phase in} for as the missile 
dollars increase we can forecast ultimately a. réduction in the aircraft dollars. 
This is an-extremely important matter, for unless this is accomplished we will 
find ourselves overfacilitized.’'In such an event, the high cost of maintaining 
and operating present aircraft plants at a low level'of production will certainly 
strain our limited budgets and we will find an increasing percentage of taxpay- 
ers’ and industry’s,funds going into nonproductive overhead. 

“The old. bugaboo of reliability increases manyfold in importance in our mis- 
siles programs. Much has been said and written about reliability in the past 
few niontlis.and, unless industry accepts this new challenge, we can néver really 
enter the missiles era. No longer is the human brain available to correct: for 
failures of items to perform in the missile. <A failure’ df'a single component 
probably will mean the failure of the mission. In addition, we-cannot afford 
long.testing hours and innumerable -test. flights such as'we have in our manned 
aircraft. Our missiles must:be reliable and must accomplish the mission on the 
first. try. Any effort on the part of‘industry to overcome the reliability problem 
will-be repaid: manyfold, as we move into the missiles era. 

“Along: with increased complexity of our.weapons, shorter and fewer. testing 
operations, and increased number of changes to our missiles during develop- 
ment and production, it is essential that our development, engiheering; and"’ 
productive sides of our organizations work more closely together than ever 
before. The barriers between the design’ engineers amd the production engi- 
neers must be dissolved. Likewise, it..is"incumbent upon us in the Air Force 
to insure that our production people in AMC and. the engineering personnel .in 
ARDC work more closely together than ever before to insure the best possible 
final. missile product. 

“Not only must we work closely together, but we must. recognize the need 
for more highly qualified personnel in support, of ‘missile operations. Eyen 
though ‘“‘one shot” in nature, a missile still. must be ready to go instantly and 
must be maintained continuously. .The complexity of missiles will undoubtedly 
require more highly qualified support in maintenance from.the missile manufac- 
turer. The present average length of service of our airmen does not give us 
sufficient time to train him.and utilize him effectively for this technical function. 

“Even in operations and field maintenance of, the missile, unless industry 
simplifies some of the missile systems now under development we will be unable 
to operate them, much less to maintain them, without scientific or highly. qual- 
ified engineering personnel at:thé operational sites themselves. 

“Even under-the most optimum conditions, it will be difficult for us'to support 
complex missile systems at operational level without more adequate incentives 
for our military personnel. 

“These are some .of the new problems that we must recognize in our Air 
Force and industry as we move gradually into -the guided-missiles era. Alto- 
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gether, they spéll a very substantial load and change in concept for our in- 
dustry. We have no concern, that the Air Force, working closely with industry, 
ean accomplish this transition. During the past decade we have made almost 
miraculous advancements in the state of the art and in our combat capability, 
even though aviation has been a growing: industry. Nine years ago, military 
sales were, nearly $600 million.’ Today, they are $7,760 million. Nine years 
ago, we had 239,000 workers; today we ha've 751,000. Today our industry is 
strong, virile, and ‘ready to meet any challenge. I’m sure we can, with full 
justification, predict without question tremendous breakthroughs in research, 
development, and production which will, certainly not only meet our new 
challenges, but will surpass all our past accomplishments. Therefore, I am 
sure that we can predict the stronger and greater air strength that is so neces- 
sary to maintenance of air superiority in the critical years ahead of us.” 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., August 5, 1957. 
Hon. J. W. FULBRIGHT, ' he 
Chairman, Convmittee on Banking and Currency, 
United States Senate, Washington, D.C. 


DEAR SENATOR FULBRIGHT : Refereice is made to your letter dated April 30 
requesting the views of this agency, concerning 8. 1936, to amend the Defense 
Production Act of 1950 so as to'require periodic reports to the Congress con- 
cerning action taken,to carry out the policy of the Congress to encourage 
geographical dispersal of industrial facilities. 

As you know, the Office of Defense Mobilization submits regular reports to 
the Joint Committee on Defense Production. Our latest report, dated May 20, 
1957, was entitled “Reducing Our Vulnerability to Attack” and included a 
substantial section on dispersion. While we would not normally expect to 
report on this subject each quarter, we would expect to devote a portion of our 
annual report to that. committee to the dispersion problem. Further, special 
reports on it could be prepared, of course, whenever the circumstances should 
warrant it or the joint committee should request it. 

Under these circumstances, it seeuis that the report to the two Houses of 
Congress ‘called for by S. 1936, to some degree, would be a duplication of our 
other required reports, but we would have no objection to the bill if the Con- 
gress believes an additional report would serve a useful purpose. 

The Bureau of the Budget advises that it, has no objection to the submission 
of this report. 

Sincerely yours, 
Gorpon GRAY, Director. 


DEPARTMENT OF THE AIR FORCE, 
Washington, August 21, 1957. 
Hon. J. WiLLiAM FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

Dear Mr. CHAIRMAN : Reference is made to your recent request to the Secretary 
of Defense for a report on §S. 1936, 85th Congress, a bill to amend the Defense 
Production Act of 1950 so as to require periodic reports to the Congress con- 
cerning action taken to carry out the policy of the Congress to encourage geo- 
graphical dispersal of industrial facilities.: The Department of the Air Force 
has beén assigned the responsibility for, expressing the views of the Department 
of Defense. 

. The bill would amend the Defense Production Act of 1950, as amended, so as 
to require the Office of Defense Mobilization to transmit to the Senate and House 
of Representatives, on ot before July 1, 1957, and semiannually thereafter, a re- 
port of the action taken by the various departments and agencies of the Gov- 
ernment on geographical dispersal of industrial facilities. 

The Department of the Air Force, on behalf of the Department of Defense, 
in its report of April. 30, 1956, to your committee on S. 2879, 84th Congress, 
a bill to promote the dispersal of industrial facilities in the interest of, national 
defense, expressed opposition :to the legislation which S. 1936 would amend. 
However, now that the Defense Production Act of 1950, as amended, contains 
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the provisions to which the Department of Defense was initially opposed; the 
Department of Defense has no objection to the enactment of S. 1936. 


Enactment of 8S. 1936 would have no budgetary effect, insofar as the Depart- 
ment of Defense is concerned. 
'. This report has been: coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget: has advised that there is no objection to the sub- 
mission.of this report. 

Sincerely yours, ; 

JamEs H. Dovctas. 


THE SECRETARY OF COMMERCE, 
Washington, D. C., September 12, 1957. 
Hon, J. W. FucericHr, 
Chairman, Committee on Banking and Currency, 
United States Nenate, 
Washington, D. 0. 

Dear Mr. CuarmMan: This letter is in reply to your request of April 30, 1957, 
for the views of this Department with respect to S. 1936, a bill to amend the 
Defense Production Act of 1950 so as to require periodic reports to the Con- 
gress concerning action taken to carry out the policy of the Congress to en- 
courage geographical dispersal of industrial facilities. 

S. 1936 would require the Office of Defense Mobilization to send the Senate 
and House of Representatives a semiannual report of actions taken by the 
various agencies to carry out the industrial-dispersion amendment to the De- 
fense Production Act. 

The Office of Area Development of the Department of Commerce reports 
regularly to the Office of Defense Mobilization with respect to the dispersion- 
counseling functions assigned to the Department of Commerce by Defense Mobili- 
zation Order I-19, dated January 11, 1956. This Department will be glad to 
modify in any way its reporting procedures to accommodate the reporting re- 
quirement as set forth in the proposed amendment to the Defense Production 
Act. 

Should reports be required of other units in the Department under S8. 1936, 
we shall be happy to cooperate. 

Sincerely yours, 
WALTER WILLIAMS, 
Acting Secretary of Commerce. 


GENERAL SERVICES ADMINISTRATION, 
Washington, D: C., August 2, 1957. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 

Deak Mr. CHAIRMAN: Your letter of April 30, 1957, requested a report 
on 8, 1936, a bill to amend the Defense Production ‘Act of 1950 so as to require 
periodic reports to the Congress concerning action taken to carry out the policy 
of the Congress to encourage. geographical dispersal of industrial facilities. 

While the bill would require the proposed reports to. be made by the Office 
of Defense Mobilization, presumably GSA would be one of the agencies re- 
quested by that office to furnish information to be incorporated in the reports. 
Insofar as GSA is concerned, we would have no objection to the enactment of 
the bill. 

It is estimated that the probable cost to GSA attributable to this legislative 
proposal would be nominal. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
FRANKLIN G, Fioete, Administrator. 
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LS. 2652, 85th Cong., lst sess.] 


. A BILL: To amend éection 302 of the Defense Production Act of 1950 to authorize loans 
gg public agencies directly connected with activities essential to the national 
efense 


Be it enacted by the Senate and House of Representatives of the United States 
of America, in Congress assembled, That section 302 of the Defense Production 
Act of 1950 is amended by inserting ‘immediately after “(including research 
corporations not organized for profit)” jthe following: ‘“, and to State or local 
agencies or activities operating terminals and other port facilities or operating 
other facilities directly connected with making deliveries of performing services 
essential to the national defense,”. 





EXECUTIVE OFFICE OF THE PRESIDENT, 

OFFICE OF DEFENSE MOBILIZATION, 
‘Washington, D. C., November 26, 1957. 
Hon. J. W. FULBRIGHT, 

Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 

DeaR SENATOR FuLsrRicHt: This has further reference to your request for 
views and recommendations on S. 2652, a bill to amend section 302 of the Defense 
Production Act of 1950 to authorize loans to certain public agencies directly 
connected with activities essential to the national defense. 

We are not aware of any instance during the Korean emergency and subse- 
quent period in which a major national defense program could not be carried 
out because of a lack of authority under section 302 of the Defense Production 
Act of 1950, as amended, to make loans to the State, local, or other agencies 
covered by the proposed legislation. Accordingly, we have no basis for recom- 
mending enactment of S. 2652. 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
GorpDoN Gray, Director. 


TREASURY DEPARTMENT, 
Washington, D. C., November 26, 1957. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter dated August 2, 1957, 
requesting a report on S. 2652, a bill to amend section 302 of the Defense Produc- 
tion Act of 1950 to authorize loans to certain public agencies directly connected 
with activities essential to the national defense. 

Loans “to private business enterprises (including research corporations not 
organized for profit)’ are now authorized under the provisions of section 302. 
The bill, if enacted, would broaden the class of eligible borrowers to include 
“State or local agencies or activities operating terminals and other port facilities 
or operating other facilities directly connected with making deliveries or per- 
forming services essential to the national defense.” 

The Treasury Department opposes enactment of the bill for the reason that 
defense lending experience during World War II and since the enactment of the 
Defense Production Act of 1950 does not indicate any need in the interests of 
national defense for Government loans to States or political’subdivisions thereof, 
and for the further reason that authority exists under title II of the Housing 
Amendments of 1955 (69 Stat. 642) for loans to States and political subdivisions 
thereof to finance specific public projects. The attached memorandum sets forth 
the views of this Department in greater detail. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
LAURENCE B. Rogsins, 
Acting Secretary of the Treasury. 
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MEMORANDUM RE S. 2652 To AMEND SecTION 302 OF THE DEFENSE PRODUCTION 
Act or 1950 To AutTHorIzZE LOANS TO CERTAIN PUBLIC AGENCIES DIRECTLY 
CONNECTED WITH ACTIVITIES ESSENTIAL TO THE NATIONAL DEFENSE 


Preceding and during World War II the Government’s defense . lending 
activities were vested in Reconstruction Finance Corporation under section 
5d (2) of the Reconstruction Finance Corporation Act, as amended [repealed 
June 30, 1947, by Public Law 132, 80th Cong., Ist sess.]. . Under the provisions of 
section 5d (2) RFC was authorized ‘to make loans to, and purchase the obliga- 
tions of, any business enterprise * * * for any purpose deemed by the Corpora- 
tion to be advantageous to the national defense.” It will be noted that no 
authority was given to make loans for national defense purposes to States or 
political subdivisions thereof and no need was found in the interests of national 
defense or in the successful prosecution of the war for loans to States or political 
subdivisions thereof. 

Congress in enacting the Defense Production Act of 1950 found no need in the 
interests of national defense for Government loans to States or political sub- 
divisions thereof, and excluded such loans by limiting the defense lending 
authority in section 302 of that act to loans “to private business enterprises 
(including research corporations not organized for profit).”.. In carrying out the 
defense lending.functions for almost 7 years, including the period of the Korean 
hostilities, there has been no indication of the need in the interests of national 
defense for loans to States or political subdivisions thereof. 

The bill, if enacted, would amend the defense lending authority by authorizing 
loans for defense purposes “to State or local agencies or activities operating 
terminals and other port facilities or operating other facilities directly con- 
nected with making deliveries or performing services essential to the national 
defense.” Such broadening of the defense lending authority at a time when 
the Nation is not engaged in hostilities and in the absence of any demonstrated 
need therefor would be, in the opinion of this Department, neither necessary 
nor desirable. 

Authority now exists in the Housing and Home Financé Administrator under 
title II of the Housing Amendments of 1955 [69 Stat. 642] to purchase the secu- 
rities and obligations of, or make loans to, States, municipalities, and other 
political subdivisions of States, and publie corporations, boards, and commissions 
established under the laws of any State, to finance specific public projects under 
State or municipal law. It would appear that such authority is applicable to 
the financing of port or other facility projects of States or political subdivisions 
thereof. 

For the above reasons, the Treasury Department opposes enactment of the bilk 


Housing AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., May 9, 1958. 
Re S. 2652, 85th Congress. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency; 
United States Senate, Washington, D. C. 

Dear Mr. CHAIRMAN: This is in further response to your letter of March 7 
requesting the views of this Agency with respect to S. 2652, a bill to amend section 
302 of the Defense Production Act of 1950 to authorize loans to certain public 
agencies directly connected with activities essential to the national defense. 

Section 302 of the Defense Production Act, which would be amended by the bill, 
authorizes the President to make provision for loans to private business enter- 
prises (including research corporations not organized for profit) in order to 
expedite production and deliveries or services relating to the national defense. 
Loans may be made for the expansion .of capacity, the development of technologi- 
cal processes, or the production of essential materials. _Such financial assistance 
may not be given if it is otherwise available on reasonable terms. The bill would 
amend that section by authorizing financial assistance to States or local agencies 
or activities operating terminals and other port facilities or operating other 
facilities directly connected with making deliveries or performing services essen- 
tial to the national defense. 
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This Agency is opposed to the enactment of this bill. There is no need for the 
program since the Community Facilities Administration, a constituent of the 
Housing and Home Finance Agency, is presently authorized to make the loans 
provided for in the bill. Under the public facilities loan program (Public Law 
$45, 84th Cong., 69 Stat. 635, 642) the Housing and Home Finance Administrator 
is authorized to make loans to States, municipalities, and other public agencies 
for the provision of essential public works or facilities where credit is not other- 
wise available on reasonable terms. Projects essential to the national defense 
would satisfactorily meet this requirement of essentiality. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report. 

Sincerely yours, 
Apert M. Core, Administrator. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 10, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear Mr. CHAIRMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to 8S. 2652, 85th 
Congress, a bill to amend section 302 of the Defense Production Act of 1950 to 
authorize loans to certain public agencies directly connected with activities 
essential to the national defense. The Secretary of Defense has delegated to the 
Department of the Army the responsibility for expressing the views of the De- 
partment of Defense thereon. 

The bill would extend the provisions of section 302 of the Defense Production 
Act of 1950 to include authority for loans to State or local agencies or activities 
operating terminals and other port facilities or operating other facilities directly 
connected with making deliveries or performing services essential to the national 
defense. 

The Department of the Army on behalf of the Department of Defense favors 
the above-mentioned bill. 

Section 302 of the Defense Production Act authorizes Government loans (in- 
cluding participations in, or guarantees of, loans) in aid. of defense contracts, 
to private business enterprises for the expansion of capacity, the development 
of technological processes, or the production of essential materials. There are 
many State and local agencies engaged in terminal and port activities as, for 
example, the New York Port Authority. During periods of emergency these 
agencies will participate in the handling and movement of material for the Armed 
Forces. Extension to such agencies of the authority of the Government to make 
loans under section 302 is therefore considered highly desirable. 

For the foregoing reasons the Department of the Army on behalf of the Depart- 
ment of Defense recommends that the bill be favorably considered. 

The fiscal effects of this legislation are not known to the Department of De- 
fense. Since loans under section 302 are neither made nor guaranteed by the 
Department of Defense or the military departments enactment of 8. 2652 would 
cause no apparent increase in the budgetary requirements for the Department 
of Defense. 

This report has been coordinated within the Department of Defense in aceord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
WILBER M. BRUCKER, 
Secretary of the Army. 


{S. 3323, 85th Cong., 2d sess.] 
A BILL To extend the Defense Production Act of 1950, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of subsection (a) of 
section 717 of the Defense Production Act of 1950, as amended, is hereby amended 
by striking out “June 30, 1958” and inserting in lieu thereof “June 30; 1960.” 
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BXEcUnTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., February 10, 1958. 
Hon. Ricuarp M. NIxon, 
President of the Senate, 
Washington, D.C. 

Dear Mr. PRESIDENT: There is forwarded herewith a draft of proposed legis- 
lation to-extend the Defense Production Act of 1950, as amended. It is proposed 
that the existing authorities in the act be extended for a period of 2 years to 
June.30, 1960. No other amendments are requested. 

As indicated by the President in the, recent budget message, the act has pro- 
vided much of the basic authority required to bring about needed expansion of 
productive capacity, to provide controls over the use of scarce materials, and 
to initiate other measures essential to enhance our military strength. The 
authorities now existing in titles I, III, and VII will continue to be of importance 
to the development of vital military programs and to maintaining and improv- 
ing our state of readiness for an expanded emergency program if that should 
become necessary. The authorities originally granted in other titles have expired. 

At the present time, contracts which are let by the Department of Defense and 
the Atomic Energy Commission for the production of war materials carry with 
them the requirement that the manufacturers give such preference to their 
performance as is necessary to assure meeting delivery schedules. This require- 
ment for preference extends also to the delivery of components and supplies 
for the use of the prime contractor. The level of defense procurement together 
with the demands of an active economy, make such preferential treatment neces- 
sary to insure prompt handling of defense orders. This priority system is 
authorized by title 1 of the Defense Production Act. The machinery of the 
system—determination of requirements, application of priorities, reports, and 
records—is in being and in operation,’ ready t¢ meet the demands of new or 
expanded military and AEC programs and to take on the increased load of 
an emergency program at any time. 

Title III of the act includes various powers designed to expand productive 

capacity essential both for current programs and to the mobilization base in 
time of emergency. The Government.is assisting financially in the development 
and production of strategic and critical materials needed for modern weapons, 
and it is able to extend such assistance promptly in the research and devel- 
opment of new processes or materials such as high temperature alloys and 
ceramics. The loan guaranty provisions are useful particularly to the procuring 
agencies aS a means of assisting their contractors in securing working capital 
and additional equipment needed for the performance of defense contracts. No 
specific new programs requiring the other financial aids are now contemplated 
but accelerated research and development of new weapons may in the future 
require greater production of key materials and the development of new proc- 
esses. 
Title VII of the act contains various general provisions and authorities in 
support of those in the other two titles.’ Of great importance among these in the 
voluntary agreement authority (sec. 708). This makes possible the use of the 
joint ‘experience of. defense contractors in improving and speéding the output 
of weapons through integration committees in which technical advanées and 
know-how can be shared without danger of violating the antitrust laws. /A 
number of existing integration committees of the Department of. the Army 
depend upon this authority, and the development of new weapons will no doubt 
give rise to.a need for others. 

The three titles referred to make up the Defense Production Act as. most 
recently extended in 1956 to June 30, 1958. It is submitted that the continuing 
defense program, with its emphasis.on thé timely production of new and com- 
plicated weapons systems, requires the extension of the act for an additional 
period of 2 years. 


Sincerely yours, 
XORDON GRAY, Director. 


A BILL TO extend, the Defense Production Act of 1950, as amended 


Be it enacted, etc., That the first sentence of subsection (a) of section 717 
of the Defense Production Act of 1950, as amended, is hereby amended by strik- 
ing out “June 30, 1958” and inserting in lieu thereof “June 30, 1960.” 
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DEPARTMENT OF THE AIR FORCE, 
Washington, April 7, 1958. 
Hon. J. W. Fursrient, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

Deak Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of Defense with respect to S. 3323, a bill to extend the Defense 
Production Act of 1950, as amended. The Secretary of Defense has delegated to 
this Department the responsibiilty for expressing the views of the Department 
of Defense. 

The legislation would extend the Defense Production Act of 1950, as amended, 
for a period of 2 years to June 30, 1960. 

The Department of the Air Force, on behalf of the Department of Defense, con- 
siders the provisions of the Defense Production Act important in carrying out 
defense production, construction, and research and development programs and 
therefore recommends the enactment of 8. 3323 for the reasons noted below. 

The authority contained in title I of the act provides the statutory basis for 
the assignment of priorities to defense contracts and is considered essential as 
an aid.in the placement of contracts and in assuring a timely flow of materials 
and component to defense contractors... Of particular importance is the use of 
priorities to support programs such as those for ballistic missiles which require 
the delivery of a wide variety of special materials and components more expedi- 
tiously than can be obtained from industry without priorities. Title I also pro- 
vides the basis for the continuation of the defense materials system under which 
the Department of Defense and major Department of Defense suppliers have 
maintained nuclei of trained personnel and the basic elements of a materials 
control system as a mobilization readiness measure. 

Section 301 of title III of the act, which authorizes the military departments 
to guarantee working capital loans made by financing institutions to defense 
contractors and subcontractors, is also important to the Department of Defense, 
particularly in view of the increased emphasis being given for greater partici- 
pation of outside capital in the defense production program. 

While section 303 of title ITI does not fall within the direct responsibility of 
the Department of Defense, it would appear desirable this authority be extended 
inasmuch as it permits certain actions to be taken by the Government in 
encouraging the development, expansion, and maintenance of adequate supplies 
of metals, minerals, and other materials which are of importance to national 
defense nrograms. 

Title VII of the act is necessary in that it contains. provisions for the effective 
administration of title I and title III. Also of particular interest to the Depart- 
ment of Defense are the provisions of section 708 which provides exemptions 
from the antitrust laws to members of industry participating in voluntary agree- 
ments in connection with matters of defense production. 

Enactment of this legislation will cause no apparent increase in the budgetary 
requirements of the Department of Defense. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report and that the enactment of S. 3323 would be in accord with 
the program of the President. 


Sincerely yours, 
JAMES H. DovuGtLas. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, April 15, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

DeaR SENATOR FULBRIGHT: This is in reply to your request of February 26, 
1958, for a report on S. 3323, which is designed simply to extend the Defense 
Production Act of 1950, as amended, until June 30, 1960. 

The Department of Agriculture favors passage of the proposed legislation. 
Delegations under this legislation provide the Department with necessary author- 
ity in areas not covered by regular programs. 
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The existing Defense Production Act contains operating and planning author- 
ity in such areas as priorities and allocations for materials and facilities’ and 
provision for financial assistance for expansion of productive capacity and supply. 
Certain powers under the act have been delegated to the Secretary of Agriculture 
through Executive Order 10480 and Defense Mobilization Order I-7. Operating 
phases which the Secretary can carry out with approval of the Office of Defense 
Mobilization relate, for example, to priorities and allocations for food and the 
domestic distribution of farm equipment and commercial fertilizer and the expan- 
sion of capacity to produce food and certain related items. 

The Bureau of the Budget advises that enactment of S. 3323 would be in accord 
with the program of the President. 

Sincerely yours, 
TrRvuE D. Morsk, Acting Secretary. 


THE SECRETARY OF COMMERCE, 
Washington, May 2, 1958. 
Hon. J. W. FuLsrient, 
Chairman, Committee on Banking and Currency, 7 
United States Senate, Washington, D.C. 

DeEaR Mr. CHAIRMAN: This letter is in reply to your request dated February 
26, 1958, for the comments of this Department with respect to S. 3323, a bill to 
extend the Defense Production Act of 1950, as amended. 

As you know, under current Executive orders, the Department of Commerce 
bears a major responsibility for operating phases of the administration of the 
Defense Production Act as it relates to the productive resources of the Nation. 
Its duties are performed principally through the Business and Defense Services 
Administration (BDSA), the Maritime Administration, and the Defense Air 
Transportation Administration (DATA). 

We would like to emphasize the desirability of continuing in effect the provi- 
sions of the Defense Production Act and the powers and authorities of the Presi- 
dent provided in the act as presently in force. While developments in the inter- 
national’ scene tend over the years to shift emphasis to one or another of its 
aspects, there can be no question of the continuing need for us to retain a vigorous 
defense posture. The present act and the Executive powers it confers appear 
well designed to effectively maintain that posture and to permit the flexibility 
needed to keep abreast of developments abroad. 

In the operating phases of the administration of the act there has been kept 
active a materials control system founded upon the current Defense Production 
Act powers. This system, known as the defense materials system (DMS), while 
presently limited in its operations to assuring delivery of materials needed to 
fulfill military and atomic-energy production, construction, and transportation 
programs, is, nevertheless, especially designed to enable rapid mobilization in 
ease of war. In addition, as intensified studies of the mobilization problems 
under changing technological conditions reveal deficiencies in our materials 
supply and production capacity, the authority provided in the Defense Produc- 
tion Act permits timely corrective action to be taken. 

S. 3323 provides for a simple 2-year extension of the act of June 30, 1960. 
We strongly urge that. the committee report favorably on S. 3323, extending 
the act for at least 2 years. 

The Bureau of the Budget has advised us that there would be no objection 
to the submission of this report to your committee, and, further, that the enact- 
ment of S. 3323 would be in accord with the program of the President. 

Sincerely yours, 
SINCLAIR WEEKS, Secretary of Commerce. 





DEPARTMENT OF STATE, 
Washington, D. C., April 17, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 

DEAR SENATOR FULBRIGHT: You have asked that the Department of State con- 
sider and submit a report on S. 3323, to extend the Defense Production Act of 
1950, as amended, which is now pending before the Senate Banking and Currency 
Committee. 
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You are advised that the Department supports enactment of this legislation. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report and that enactment of S. 3323 would 
be in accord with the program of the President. 

Sincerely yours, 
WILLIAM B. MAcoMBER, Jr., 
Assistant Secretary 
(For the Secretary of State). 


TREASURY DEPARTMENT, 
Washington, D.C., May 22, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 


My Dear Mr. CHAIRMAN: Reference is made to your request for the views of 
this Department on 8S. 3323, to extend the Defense Production Act of 1950, as 
amended. 

The proposed legislation would extend the Defense Production Act of 1950, as 
amended, for a period of 2 years, from June 30, 1958, to June 30, 1960. 

As the designee of the President to perform the defense lending functions 
under section 302 of the Defense Production Act of 1950, as amended, this De- 
partment is in general agreement with the views expressed by the Director, Office 
of Defense Mobilization, in his letter to the President of the Senate dated 
February 10, 1958, and favors enactment of the proposed legislation. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee and that enact- 
ment of the proposed legislation would be in accord with the program of the 
President. 

Very truly yours, 
LAURENCE B. Rossins, 
Acting Secretary of the Treasury. 


BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
Washington, April 25, 1958. 
Hon. J. W. FULBRIGHT, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D.C. 


Deak SENATOR FULBRIGHT: This is in response to your request of February 26, 
1958, for a report on the bill, S. 3323, which would extend until June 30, 1960, the 
authorities contained in the Defense Production Act of 1950, as amended. 

The only provisions of the Defense Production Act of 1950 which relate directly 
to the responsibilities of the Board are contained in title ITI, relating to Govern- 
ment-guaranteed loans for defense production under the Board’s regulation V. 
It is understood that the Office of Defense Mobilization considers that this au- 
thority is useful particularly to the procuring agencies as a means of assisting 
their contractors in securing working capital and additional equipment ‘needed 
for the performance of defense contracts. The Board would, therefore, have 
no objection to an extension of this program for an additional 2 years as pro- 
vided by the bill. 

Sincerely yours, 
C. CANBY BaLperston, Vice Chairman. 


SENATE COMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C., May 9, 1958. 
Hon. Harris ELLSwortTuH, 
Chairman, Civil Sérvice Commission, 
Washington, D.C. 

Dear Mr. Eitswortu: This committee has before it S. 3323, a bill to extend 
the Defense Production Act for 2 years, without amendment. This bill was 
recommended by Mr. Gordon Gray, the Director of the Office of Defense Mobili- 
zation, in a letter of February 10,1958. 
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I have now been advised that the Bureau of the Budget has requested the 
enactment of legislation repealing a number of reports. This proposal by the 
Bureau of the Budget would include the repeal of the quarterly report, and 
possibly the quarterly survey, which you are required to make under paragraph 
710 (b) (7) of the Defense Production Act of 1950, as amended. 

In my letter of February 8, 1956, to Mr. Philip Young, then Chairman of the 
Civil Service Commission, I stated : 

“The Congress: assigned this duty to’ you, because it was considered necessary 
to have this exceptional appointment authority carefully supervised, by an offi- 
cial responsible for carrying out the letter and the spirit of the civil-service laws, 
und anxious to protect the Government against conflicting interests on the part 
of employees.” 

I have not felt that your surveys, limited, as I understand they are, to a 
mechanical check on the filing of certificates and statements, or the reports, 
limited principally to statistical information and comments on the filing of 
certificates and statenients, are as helpful as they might be. Nevertheless, I 
have felt that your surveys and your reports are helpful as a check on abuse of 
this exceptional appointment authority. | It is, therefore, a surprise tv me to find 
that the Bureau of the Budget. in its letter of explanation takes the position that 
“the special quarterly survey cannot be justified.” 

I feel, under the circumstances, that this committee must request your views 
on S. 33238, in the light of the draft bill, recommended by the Bureau of the 
Budget. 

Sincerely yours, 
J. W. FULBRIGHT, Chairman. 





UNTTED STATES CIVIL SERVICE COMMISSION. 
Washington, D. C., June 9, 1958. 
Hon. J. W. FuLbrieut, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D.C. 

Deak SENATOR Fucsricnt: This is in further reply to your letter of May 9, 
1958, in which you requested comments from the Civil Service Commission on 
S. 3323, a bill to extend the Defense Production Act of 1950, as amended, in the 
light of the draft bill recommended by the Bureau of the Budget which would 
discontinue a number of reports now required by law. 

Our comments are limited to section 710 (b) (7) of the Defense Production 
Act, since the other provisions of that act are beyond the area of the Commis- 
sion’s jurisdiction. Paragraph (7) provides that at least once every 3 months 
the Chairman of the Civil Service Commission shall survey appointments made 
under the subsection and report his findings to the President and the Joint Com- 
mittee on Defense Production with such recommendations as he deems proper. 

The Commission is not in a position to determine the need for w. o. ¢.’s under 
the defense production program and thus cannot comment on the continuance of 
that part of the Defense Production Act authorizing their employment. 

For the year ending April 30, 1958, our surveys of appointments of w. o.'c, 
experts and consultants under the provisions of the Defense Production Act 
showed an average number of 147 on agencies’ rolls during the year. On June 
30, 1957, there were 161 as compared to 137 on March 31, 1958. Each quarter 
in the year mentioned above showed a decrease in the number so employed. 

During the same year, there were only 49 new appointments of w. 0. ¢. con- 
sultants under this authority. 

The 49 w. o. c. appointments made under the authority of the Defense Produc- 
tion Act represent only a small percentage of such appointments in the Federal 
service. Under other authorities, such appointments are audited in the course 
of regular inspections and must’comply with terms of agreements the Commission 
has made with the agencies. This procedure has proved to be effective. 

The limited use made of the appointment authority'in the Defense Production 
Act, together with the excellent record of compliance found through the Commis- 
sion’s surveys, leads us to believe that our regular procedures for auditing these 
appointments would be sufficient henceforth: Therefore, we believe that in the 
interest of economy these special surveys might well be eliminated. 

The Bureau of the Budget has advised -us that it has no objection to the sub- 
mission of this report to your committee. 

By direction of the Commission. 

Sincerely yours, 
Harris Ertswortn, Chairman. 
26890— 58——_5 
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United States Civil Service Commission, arbineton. D. C., January 1—March 
31, 19 


PreR1op1c SURVEY OF APPOINTMENTS UNDER AUTHORITY OF THE DEFENSE 
PRODUCTION ACT AND EXECUTIVE ORDER 10647 
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Report OF SuRvVEY UNDER PARAGRAPH 710 (b) (7) OF THE DEFENSE PRODUCTION 
AcT AND SEectTIon 305 (a) OF EXECUTIVE ORDER 10647 


INTRODUCTION 


This survey covers appointments ‘under the authority of subsections 710 (b) 
and 710 (c) of the Defense Production Act, as amended by Public Law 295, 
and Executive Order 10647 for the, period January 1, 1958, through March 31, 
1958. It is submitted in compliatice with those parts of the law and the 
Executive order which require the Chairman of the United States Civil Service 
Commission to survey such appointments at least once every 3 months and 
report his findings to the President and to the Joint Committee on Defense 
Production. 

The report consists of (a) a statistical summary of w. o. ¢.’s on the rolls or 
appointed during the period;.(b) a statistical summary of the paid consultants 
or experts on the rolls or appointed during the period; and (c) a narrative 
statement covering the findings in each of the departments or agencies covered 
by the survey. 

The number of w. o: c. consultants and experts on the rolls of all agencies 
under the authority of the Defense Production Act fell from a total of 143 on 
January 1, 1958, to 137 on March 31, 1958. Appointment and separation activ- 
ity was limited’ to two agencies. The Department of Commerce made 7 new 
appointements while separating 4, resulting in a net gain of 3. The Office of 
Defense Mobilization separated nine w. 0. ¢c. consultants with no new 
appointments. 

The total of w. a. e. consultants on the rolls remained the same, there being 
104 on both January 1 and March 31, 1958. During the quarter there were 17 
appointments and 17 separations. 

Except for three minor irregularities, the current survey disclosed complete 
compliance in all agencies in their operations in this area. The minor irregu- 
larities mentioned above are listed in the narrative statement covering the 
Department of Commerce. 


TABLE I.—Statistical summary, appointees without compensation 


W.o.c.’s | W.0.c.’s | W. 0. c.’s Number 
| W.'0.c.’s | appointees | separated on rolls, Number in other 
Agency | on rolls, Jan. 1 to Jan. 1 to Mar. 31, |in advisory than 
Jan. 1,1958| Mar. 31, Mar. 31, 1958 positions advisory 
1958 1958 ‘ positions 
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TABLE I1.—Statistical summary, consultants and experts when actually 
employed, not to exceed $50 per day 


W. a. e.’s W.. a. e.’s W. a. e.’s \rotal w. a.e.’s 
Agency on rolls appointed separated | on 1clls as of 

Jan. 1, 1958 Jan. 1 to Jan.1to | Mar. 31,1958 
Mar. 31, 1958, | Mar. 31, 1958 


F 


s.| | 


Commtmerve (si. Liii. it ee ud $2 
Office of Defense Mobilization._.__-_._-- 


Defense Department: 
Office of Secretary 


ccororo CO2So 
— 
oveoeorto 





a — 
| concec coun 


- 
~ 


if 


| 


= 





SUMMARY BY AGENCIES 
Commerce 


Oa January 1; 1958, the Department of Commerce had 84 appointees on its 
rolls under section 710 (b) of the Defense Production Act and section 101 (a) 
of Executive Order 10647. In the quarter between January 1. and March 31, 
1958, there were 7 new appointments and 4 separations resulting in a net gain of 
3 in the total number of such consultants employed. Of the 87 on the rolls on 
March 31, 1958, 77 were found to be serving in advisory positions while 10 were 
serving in positions having operating responsibilities. 

The files were reviewed completely in the cases of the seven new appointees. 
These appointments were found to be in order in every respect. The written 
certification by the head of the agency required by section 301 (a) of the 
Executive order was present in all cases as were the supporting statements 
required by section 301 (b). 

Three minor irregularities were noted in checking the files of consultants on 
the rolls for 6 months or more. Section 302 (c) requires that at the end of 
each succeeding 6-month period, the appointee shall. file with the Federal Register 
Division for publication in the Federal Register a statement showing any 
changes in financial interests during such period; 1 such statement was filed 
11 days late and 2 others wers filed 6 days late. There appeared to be valid 
reasons for the late filing in each of these instances. 

On January 1, 1958, the Department of Commerce had eight appointees on 
its rolls under the authority of section 710 (c) of the Defense Production Act. 
In the quarter covered by this survey there was 1 appointment and no separations 
so that on March 31, 1958, there were 9 employees under this authority. The 
file in the case of the one new appointee was reviewed in detail and was found 
to be in order. 

The Department of Commerce had made no change in its instructions cover- 
ing the appointments of consultants and experts. 


Office of Defense Mobilization 

On January 1, 1958, the Office of Defense Mobilization had 41 appointees on 
its rolls under section 710 (b) of the Defense Production Act and section 101 
(a) of Executive Order 10647. Between January 1 and March 31, there were 
no new appointments and 9 separations so that as of March 31, 1958, there 
were 32 appointees on the rolls of this agency under these authorities, 

A review of the files indicated that the required statements had been sent to 
the Federal Register Division as required by section 302 (c) of the Bxecutive 
order. 

On January 1, 1958, the Office of Defense Mobilization had 68 appointees on 
its rolls under the authorities of section 710 (c) of the Defense Production Act 
and section 101 (b) of Executive Order 10647. Between January 1 and March 
31, 1958, there were 15 new appointments and 15 separations under these au- 
thorities. As a result, the total number of w. a. e. experts and consultants on 
the rolls remained at 68. 

A review of the personnel folders of the 15 new appointees resulted in a 
finding that all were fully qualified and properly serving in consultant positions. 
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During the last 3 months this agency has issued no new instructions relating 
to the employment of persons without compensation under the Defense Produc- 
tion Act. | | 
Interior ; 

The Department of the Interior had no w. o. ¢. employees on its rolls under 
the authorities os section 710 (b) of the Defense Production Act and section 
101 (a) of Executive Order 10647. 

The Department had 4 consultants and experts on its rolls on January 1, 1958, 
under the provisions of subsection 710 (c) of the Defense Production Act and 
section 101 (b) of Executiye Order 10647. There were no appointments and no 
separations during the 3-month period, so that the total of 4 w. a. e. experts 
and consultants remained the same. ‘ 

This agency has made no changes-in its instructions pertaining to the employ- 
ment of persons.under section,101 (a) of the Executive order. 


Department of Defense ' 

Office of the Secretary—The Office of the. Secretary of Defense made no ap- 
pointments and had no employees.on its rolls under any of the authorities of 
the Defense Production Act or Executive Order 10647. 

Army.— The Department of the Army. had 11 w. o. c. consultants on its rolls 
on January 1, 1958: There were ‘no appointments or separations during the 
quarter. ,Any required changes in financial statements were filed with the Fed- 
eral Register Division within prescribed time limits. 

On January 1, 1958, the Department of the ‘Army had 15 consultants and 
experts on its rolls‘under the provisions of subsection 710 (c) of the Defense 
Production Act. ‘There were'no new appointments and 1 separation resulting 
in a total of 14 being.carried under this authority on March 31, 1958. 

The general instructions and guides issued by the Army concerning the em- 
ployment of persons without compensation have not been changed during the 
last quarter. 

Air Force.—The Department of the Air Force had 8 w. o. ¢. consultants on 
its rolls on January 1, 1958. ‘There were no appointments or separations during 
this quarter. Revised financial statements under the provisions of section 302 
(c). hav been filed. with the Federal Register Division in all. required cases. 

The Department of the Air Force had no consultants or experts on its rolls 
under the provisions of subsection 710 (¢) of the Defense Production Act. 

There has been no change in the instructions issued by the Air Force relating 
to the employment of persons without compensation during this quarter. 

Navy.—The Department of the Navy had: no appointees on its rolls under any 
provisions of the Defense P roduction Act. or Executive Order 10647 during thi-v 
3-month period. 

General Services Administration 

The Getieral Services Administration had no employees on its rolls under the 
authorities of section:710 (b) of the Defense Production Act and section 101 (a) 
of Executive Order 10647. 

On January 1, 1958, the General Services Administration had 6 appointees 
on its rolls under the provisions of subsection 710 (c) of the Defense Production 
Act. During the quarter covered by this survey there was 1 new appointment 
and 1 separation so that the total of 6 on the rolls remained the same. The file 
in the case of the one new appointee was reviewed in detail resulting in a finding 
that the ihcumbent was fully qualified and was occupying a consultant position. 

There have been no changes in the instructions issued by the General Services 
Administration concerning the employment of w. 0. ¢. consultants. 


Interstate Commerce Cominission 


On January 1, 1958, the Interstate Commerce Commission had 4 w. o. ¢. ap- 
pointes on its rolls under section 710 (b) of the Defense Production Act and 
section 101 (a) of Executive Order 10647. During the quarter ending March 31, 
1958, there were no new appointments or separations. A review of the files 
indicated that the provisions of section 302 ¢¢c) relating to the filing of financial 
statements had been met in all required cases. 

On January 1, 1958, the Interstate Commerce Commission had 3 w. a. e. con- 
sultants on its rolls under the authority of subsection 710 (c) of the Defense 
Production Act. There were no appointments or separations during the quarter 
ending March 31, 1958. 
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The Interstate Commerce Commission has issued no new instructions with 
regard to the employment of consultants without compensation. 


Labor 


The Department of Labor had no appointees on its rolls under any provisions 


of the Defense Production Act or Executive Order 10647 during the quarter 
covered by this survey. 


Board OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 


‘Washington, June 11, 1958. 
Mr. MATTHEW HALE, 


Senate Banking and Currency Committee, 
Senate Office Building, Washington, D.C. 


Dear Mr. HALE: As you requested, there are enclosed a copy of the Board’s 
regulation V relating to guaranteed loans for defense production, tables. showing 
the pereentage distribution of V-loans through March 31, 1958, by size of loan, 
assets of borrower and number of employees of. borrower, and tables showing 
the total amount of credit available to borrowers under guaranty agreements out- 
standing through April 30, 1958, and the amount of loans outstanding under these 
guaranty agreements as of that date. 

As was stated in our telephone conversation, from the beginning of the program 
in September 1950 through March 31, 1958, 1,512 guaranties have been author- 
ized in the amount of $2,936,430,000. 

The amount of guaranty agreements outstanding has remained rather stable 
during the last 2 years. On December 31, 1956, guaranty agreements outstanding 
amounted to $514,079,000 and the actual amount of credit outstanding under these 
agreements totaled $388,592,000. On June 30, 1957, guaranty agreements out- 
standing amounted to $538,025,000 and the credit outstanding under these agree- 
ments on that date totaled $412,266,000. On December 31, 1957, guaranty agree- 
ments outstanding amounted to $530,364,000 and the amount of credit outstand- 
ing under these agreements on that date totaled $394,937,000. As will be noted 
from the enclosed tables on April. 30, 1958, guaranty agreements outstanding 
amounted to $500,531,000 and the total loans outstanding covered by these agree- 
ments on that date totaled $348,539,000. 

Most of the loans covered by the guaranty ‘agreements outstanding are re- 
volving credits. The disbursements under these: revolving, credits during the 
12-month period July 31, 1956, through July 31, 1957, amounted to approximately 
$1,188,052,000. The disbursements since July 31, 1957, to April 30, 1958, amounted 
to approximately $1 billion. 

The amount of defense production financed through the medium of V-loans 
can be realized when you consider that: the average ratio of the dollar value of 
contracts held by borrowers to the amount of money borrowed to finance produc- 
tion under such contracts has been about 6 to 1. 

If there is any further information you desire, please let me know. 

Sincerely yours, 
FARDNER L. BoorHe IT, 
Administrator, Office of Defense Loans. 


BoaRD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM—LOAN GUARANTIES FOR 
DEFENSE PRODUCTION 


REGULATION V, AS REVISED EFFECTIVE SEPTEMBER 27, 1950 


Section 1. Authority 


This regulation is based upon and issued pursuant to the Defense Production 
Act of 1950 (herein referred to as the act), and Executive Order No. 10161, 
dated September 9, 1950 (herein referred to as the order), and after consulta- 
tion with the heads of the guaranteeing agencies designated in the act and the 
order; namely, the Department. of the, Army, the Department of the Navy, the 
Department of the Air Force, the Department of Commerce, the Department of 
the Interior, the Department of Agriculture, and the General Services Adminis- 
tration. Pertinent portions of the act and the order are set forth in the ap- 
pendix to this regulation. 
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Section 2. Objectives of Federal Reserve System 


In carrying out its functions under the act and the order, it will be the ob- 
jective of the Federal Reserve System to facilitate and expedite to the greatest 
extent possible the financing of contractors, subcontractors, and other persons 
having contracts or engaged in operations deemed by the guaranteeing agencies 
to be necessary to expedite production and deliveries or services under Gov- 
erninent contracts for the procurement of materials or the performance of 
services for the national defense., The Board of Governors of the Federal Re- 

. Serve System (herein referred to as the Board) and the Federal Reserve banks 

will cooperate fully with the guaranteeing agencies in order to achieve this 
objective and will follow in general and to the extent applicable procedures 
developed from experience obtained in the administration of the V-loan and 
T-loan programs during World War LI. 


Section 3. Procedures 


(a) Applications.—Any private financing institution may submit to the Federal 
Reserve bank of its district an application for a guaranty of a loan to an eligible 
borrower. Such application shall be in such form and contain such information 
as the Board may prescribe after consultation with ‘the guaranteeing agencies. 

(b) Eligibility of borrower.—No loan shall be guaranteed unless it shall first 
be determined that the contract or other operation of the prospective borrower 
to be financed by such loan is one which is deemed by the guaranteeing agency 
involved to be necessary to expedite production and deliveries or services under 
a Government contract for the procurement of materials or the performance of 
services for the national defense. Such determination will be made in each case 
by a duly authorized certifying officer of the appropriate guaranteeing agency or 
in such other manner as the guaranteeing agency may prescribe. The determina- 
tion will be made upon the basis of information contained in the application 
and accompanying papers filed by the applicant financing institution, unless in 
the circumstances of a particular case it appears that further information is 
necessary. 

(c) Approval of guaranties.—Each application by a financing institution fora 
loan guaranty will be subject to approval by the appropriate guaranteeing agency 
in Washington or, to such extent as the guaranteeing agency may prescribe, by 
the Federal Reserve bank to which the application is submitted. In any case in 
which an application is required to be submitted to Washington for approval, 
the Federal Reserve bank will transmit the application, together with all neces- 
sary supportirig information and the recommendation of the Federal Reserve 
bank, through the Board of Governors to the guaranteeing agency involved. Sub- 
ject to determination of the borrower’s eligibility, if the application is approved 
by a duly authorized contracting officer of the guaranteeing agency, such con- 
tracting officer will authorize the Federal Reserve bank to execute and deliver the 
guaranty on behalf of the guaranteeing agency. Such authorization will be 
transmitted to the Federal Reserve bank through the Board of Governors; and, 
thereupon, the Federal Reserve bank, acting as fiscal agent of the United States, 
will execute and deliver the guaranty on behalf of the guaranteeing agency in 
accordance with the terms of the authorization. In any case in which the Fed- 
eral Reserve bank is authorized by a guaranteeing agency to approve applications 
for guaranties, the Reserve bank, if it approves the application and subject to 
determination of the borrower’s eligibility, will execute and deliver the guaranty 
without submission of the application for prior approval by any officer of the 
guaranteeing agency ; but the Reserve bank will promptly notify the-guaranteeing 
agency of the execution of such guaranty. 

(ad) Other forms and procedures.—The Board will prescribe from time to time, 
after consultation with the guaranteeing agencies, forms to be followed in the 
execution of guaranties pursuant to this regulation and such other forms as 
may be necessary. The Board will also prescribe, after consultation with the 
guaranteeing agencies, procedures with respect to such matters as the purchase 
of guaranteed loans by the Federal Reserve banks as fiscal agents, the handling 
and disposition by the Federal Reserve banks of guaranty fees and other fees 
collected, and such other procedures as may be found necessary. 


Section 4. Responsibility of Federal Reserve banks 
A Federal Reserve bank in arranging for or making any guaranty on behalf 
of any guaranteeing agency will be expected to make reasonable efforts to afford 


such guaranteeing agency the best available protection against possible financial 
loss consistent with the obtaining of national defense production expeditiously. 
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No Federal Reserve bank, however, shall have any responsibility or accounta- 
bility except as agent in taking any action pursuant to or under authority of 
the act, the order, or this regulation., Each Federal Reserve bank will be reim- 
bursed by each guaranteeing agency in the usual manner for all expenses and 
losses incurred by the Reserve bank in acting as agent on behalf of such guar- 
anteeing agency, including among such expenses,, notwithstanding any other 
provision of law, attorneys’ fees, and expenses of litigation. 


Section 5. Rates and fees 


Rates of interest, guaranty fees, commitment fees, and other. charges which 
may be made with respect to guaranteed loans and guaranties executed through 
the agency of any Federal Reserve bank hereunder will from time to time be 
prescribed, either specifically or by maximum limits or otherwise, by the Board 
of Governors after consultation with the guaranteeing agencies. 


Section 6. Reports 


Each Federal Reserve bank shall make such reports as the Board of Gover- 
nors shall require with respect to its operations pursuant to the terms of the 
act, the order, and this regulation. 


Fees and rates on loans guaranteed under regulation V * (in effect Apr. 30) 


FEES PAYABLE TO GUARANTEEING AGENCY BY FINANCING INSTITUTION ON 
GUARANTEED PORTION OF LOAN 


Guaranty | Percent- 
fee (per- | age of any 
centage of | commit- 


Percentage of loan guaranteed interest ment fee 
payable charged 
by bor- borrower 
rower) 

10 10 
15 15 
20 20 
25 25 
30 30 
35 35 
40-50 40-50 








MAXIMUM RATES FINANCING INSTITUTION MAY CHARGE BORROWER 














Percent 
per annum 

NI, SIN a ths essmes acon ts o'as acdc ss congmssonnled dame edit sii Nae teeapcteaions aie ain etanee Lala tale ote ae 6 
PEI IES IIIS, POs. o> <i oc rrarclnigin'as cmwiid wereods Gap ainiaw auusilie gern tic-adeldeleeaaae ee eae 4 


1 Schedule of fees and rates established by the Board of Governors on loans made by private financing 
institutions and guaranteed by Government procurement agencies, pursuant to the Defense Production 
Act of 1950. Federal Reserve Banks act as fiscal agents of the guaranteeing agencies in these transactions. 
and the procedure is governed by regulation V of the Board of Governors. 
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Loans guaranteed. under regulation V * 








[Amounts in millions of dollars] 
Loans authorized to date Loans outstanding Additional 
te, ptoew I a 
available to 
End of year or month Total - Portion borrowers 
x amount guaranteed | under guar- 
Number Amount anty agree- 
| ments out- 
standing 
1, 159 2, 124 979 803 586 
1, 294 2, 358 805 666 364 
1, 367 2, 500 472 368 273 
1,411 2, 575 294 226 170 
1, 468 2, 761 389 289 125 
1, 482 2, 842 405 304 127 
1, 485 2, 850 402 300 133 
1, 488 2, 862 407 305 130 
1, 493 2, 867 412 307 126 
1, 496 2, 878 412 307 123 
1, 497 2, 880 390 292 146 
1, 498 2, 882 395 205 138 
1, 498 2, 888 398 300 124 
1, 500 2, 906 394 298 127 
1, 503 2, 912 395 300 135 
1, 506 2, 923 380 290 156 
1, 511 2, 935 372 286 164 
1, 512 2, 936 367 282 139 





1 Loans made by private financing institutions and guaranteed by Government procurement agencies, 
pursuant to the iense Production Act of 1950. Federal Reserve banks act as fiscal agents of the guar- 
oa agencies in these transactions, and the procedure is governed by regulation V of the Board of 

overnors. 


Norte.—The difference between guaranteed loans authorized and sum of loans outstanding and addi- 
tional amounts available to borrowers under guaranty agreements outstanding represents amounts repaid, 
guaranties authorized but not completed, and authorization expired or withdrawn. 


TABLE I.—-Percentage distribution of V-loans authorized through Mar. 31, 1958, by 
size of loan 


| 


Percentage of guaranteed Cumulative percentage 














loans authorized distributions 
Size of loan ie ee a es — 
Number Amount Number | Amount 

7.2 0.1 7.2 0.1 
10. 4 6] 17.6 .6 
19.7 1.9 37.3 2.5 
18.7 3.8 56.0 6.3 
15.7 6.3 71.7 12.6 
22.1 28.3 93.8 40.9 

3.1 12.6 96.9 | 53.5 

3.1 46.5 100.0 100.0 


TABLE II.—Percentage distribution of V-loans authorized through Mar. $1, 1958, 
by assets of borrower 


| Percentage of guaranteed Cumulative percentage 




















loans authorized distributions 
Assets of borrower pon ta > we. 
Number | Amount Number Amount 

sea een emepreaneaneneasennasn arena Tang = eo EE. SEAN = _ 

Under $50,000__....----.--- - 4.3 | 0.2 4.3 0.2 
ID niin ccdiicnneseanesccneces soo. 6.7 | 6 11.0 | 8 
eee | 15. 1 1.4 26.1 | 2.3 
$250,000 to $499,999_____..------------------.--- 15.9 5.9 | 42.0 | x1 
nb amtbeiekaaeneekwenns 15. 6 4.3 | 57.6 | 12.4 
$1,000,000 to $2,499,999. ............-..---.------ 18. 1 11.1 75.7 23.5 
$2,500,000 to $9,999,999__.........-...----.---- -| 16.9 21.5 | 92. 6 | 45.0 
$10,000,000 to $49,999,999... -. 2. eee 6.0 31.1 | 98. 6 | 76.1 
$50,000,000 and over. _.--..------------..------ | 1.3 23.8 | 99.9 | 99. 9 
SP irdciednaiwedadebjescdedecaunas 1 -n 100. 0 100. 0 
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TABLE III.—Percentage distribution of V-loans authorized through Mar. $1, 1958, 
by number of employees of borrower 


NUMBER OF EMPLOYEES OF BORROWER, INCLUDING AFFILIATED CONCERNS 
UNDER COMMON OWNERSHIP OR CONTROL 





Percentage of guaranteed Cumulative percentage 
loans authorized distributions 


Number of employees 


























Number Amount 
IN Oi dled cadiekandnd betansbisnisierentmenig 8.1 0.6 8.% 0.6 
Be Ean oan wacko paces t commicents anata 10.7 | 8 18.8 1.4 
ON ii allie 8 asi hemstissiitiine Sched uilibia gait tdeed 9.1 1,2 27.9 2.6 
Se Oh 50S Rilntibetaitnéy ctidghnalt si aeawe et abe 6.9 1.2 34.8 3.8 
Oy SE Eee 9.5 1.9 44.3 5.7 
PT Lei unk wicechahainaimnnarenetibeiiaiu aii 12.8 4.1 57.1 9.8 
EE Edn cchweswVenahentsnuquncensteennta 15.3 9.0 72.4 18.8 
SO Oh ia suited isn otiaailcatunisdie sap aenn 11.0 | 11.0 | 83.4 29.8 
ERE CERT A ae 7.2] 14.1 | 90. 6 43.9 
NE ME ites, <atipwcateeseciii-e ctiegtepltieaial altos 5.4 51.4 96. 0 95.3 
Ne... | 4.0 | 47 100.0 100.0 
¥ | 
NUMBER OF EMPLOYEES OF BORROWER ONLY (NOT INCLUDING AFFILIATED 
CONCERNS UNDER COMMON OWNERSHIP OR CONTESE 
| | 
RE Dilicas scukhigsen asaubninasteiecesdagisnd 9.0 0.9 9.0 0.9 
Se Wai widkschh tint snip tanks eke obalicdelee oti 11.3 1.3 20.3 | 2.2 
PETE, Aicatnrs acdsee hint = hatha bch paieseee 9.9 1.3 30. 2 3.5 
PE Seite btandinaddndes ahieh dedndinnnedeamunintinnel aan 1.2 37.3 4.7 
ST ON Tas “ainias cn sodiencnnsamvteceh cieiehatin eganahdingieains ae 9.1 | 1.9 46.4 6.6 
Be Pe ertinainacsonanteeeecs Mashisndlehadeeeuinclls cae 13.3 5.9 | 59.7 12.5 
ST i iidestckbiemtnndilin papi dcnnicinbais eniiaes atin aitiel 15.3 10.0 75.0 22. 5 
SE it nnadibcdaheh Samateeth inte ine edaiaed enpaienanlnain 10.7 11.8 85.7 34.3 
ET CAF Dia: writ agatietnis*<wieswningaih tate bile 6.1 13.4 91.8 47.7 
NS I a Sa BIT seni ep imsiahentnimeenen natalia 4.4 41.9 96. 2 89. 6 
PE I ia. citate aisha onean'anso-oseinlaihlaaiia eines 3.8 10.4 100.0 100. 0 
| i so 
Defense Production Act, regulation V-loans, Apr. 30, 1958 
' 
| ‘Total credit Amount 
| available to | Guaranty on Loans out- Guaranty on advanced 
borrowers in- | total credit standing | loans out- on loans 
eluding loans available | standing durin 
outstanding | | mont 
Combined. ee 430, 464. 00|$377, 473, 875. 66)/$343, 538, 833. 57 $264, 847, 006. 84'$43, 351, 666. 92 
Department. of the Army. ...| 30,493, 842.63) 23, 845, 560.06) 19, 606,478.39) 15, 379,880.81) 2,615, 986. 67 
Department of the Navy. -| 152, 877, 846.01} 105, 976, 878. 08} 111, 458,058.81} 79, 395, 732. 85) 31, 720, 754. 52 


Department of the Air Force _ 262, 485, 248.34) 196, 021, 036. 26) 161, 797, 566. 09! 122, 118, 129.47) 8, 736, 925.73 
General Services Adminis- 

tration. ____. i 48, 524, 600.00} 46,074, 900.00) 44,706,900.00) 42, 457, 085. 00 220, 000. 00 
Atomie Pnergy Commission.| 6, 048,927.02} 5, 555, 501. 26} 5, 969, 830. - 5, 496, 178. 71 58, 000. 00 
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‘Department of Defense guaranteed loan program as of Mar. 31, 1958 
FINANCIAL POSITION OF PROGRAM 


Department of Army Navy | Air Force 












































Defense 

Assets: 
be ees chet tice aot erence $11, 311, 735. 99 $2, 037, 713. 43 $1, 157, 023. 97 $8, 116, 998. 59 
Purchased loans receivable, current. 9, 886, 070. 00 205, 470. 00 6, 892, 870. 72 2, 787, 729. 28 
Purchased loans receivable, past 

Se ee arg nye’ tonal pe E RS ep 3, 285, 442. 61 2, 899, 055. 70 384, 971. 41 1, 415. 50 
Purchased interest receivable, 
ies. i hin i eine ee eetachnntitadsmmaniawes Acadessanaecdnyaciacescandamenacee 
Purchased interest receivable, past 
I til, Milettate niiataillgh > Mitediicin lo ae Pe OM aie tos cne cased TY ere n a: tad ian ee ee 
I a eS A aosew sbecoleuieecsan de 
I CUTIE Siniecnienetnigintpins «mea 24, 483, 633. 50 5, 142, 239, 13 | 8 435, 251. 00 10, 906, 143. 37 
Less liabilities: Advances from appro- 
ie, ueihiliina adi! addins heat deeee 4 aden Vaibbwe odeonnenedulawsasa<secs mpusee 
Retained income--.-...........-... 24, 483, 633. 50 5, 142, 239. 13 | 8, 435, 251. 00 r 10, 906, 143. 37 
INCOME AND EXPENSES (FROM JULY 1, 1950, TO DATE) 
Income: 
Guaranty fees, interest__..........- $24, 872, 741. 27 $5, 743, 158. 06 $7, 871, 248. 30 $11, 258, 334. 91 
Guaranty fees, commitment fees. -. 1, 232, 440. 55 343, 411. 67 359, 504. 71 529, 524. 17 
Interest income on purchased loans. 1, 420, 661. 00 387, 559. 59 921, 901. 99 111, 199. 42 
I oo sii ducgginenctean _%, 525, 842. 82 6, 474, 129. 82 9, 152, 655. 00 ll, 899, 058, 50 
xpenses: EE eee REE eI Ns OB eB anes 
Administrative costs, fiscal agents_-. 2, 858, 251. 61 1, 154, 628. 95 712, 467. 18 991, 155. 48 
eee aaa 5, 333. 70 1, 936. 90 1, 637. 15 - 759. 65 
Loss on purchased loans charged off. 178, 624. 01 175, 324. 34 3, 299. 67 ne 
Total expenses.........-.-.------ 8, 042, 209.32 | 1, 331,890.19 | __717, 404. 00 992, 915. 13 
ee SEI LEDORD ~ 94, 483, 633.50 | 5, 142, 239. 13 & 8, 435, 251. | 10, 906, 143. 37 
STATUS OF PURCHASED LOANS! 

Guaranties purchased... _.............. 51 30 | 18 | 3 
dt al “$43, 774, 835. 92 | $15, 665, 808.23 | $22, 186, 286.92 | $5, 922, 740.77 
RO i alien alee 123, 739. 53 63, 797. 63 | 42, 591. 93 | 17, 349. 97 
Collection costs 1, 787. 73 I NM Ulabatadiet tah nde lat at |---------------- 

eee ee 43, 900, 363. 18 15, 731, 393 59 22, 228, 878. 85 5, 940, 090. 74 
Less amount liquidated __ 30, 549, 841. 66 12, 451, 543. 55 14, 947, 342. 15 3, 150, 945. 96 
Less loans charged off 178. 624. 01 175, 324. 34 

Balance due ~ 43, 171,897.51 | 3,104, 525.70 | 
Estimated amount uncollectible____ 2, 039, 964. 08 2, 025, 767. 00 








1 Amounts include 14 Army and 12 Navy loans liquidated in full. Also 6 Army loans and 1 Navy loan 
determined as uncollectible and written off as losses. 
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. Status of guaranteed loan applications 
Department of Defense Army 
Item 
Loan Amount | Loan Amount 
Number} value ofguar- | Number! value of guar- 
anty anty 


AS OF MAR, 31, 1958 








Mil. dol. | Mil. dol. Mil. dol. | Mit. dol. 
Applications received since July 1, 1950... 1,742 | 2,868.7 | «2,315.2 835 923. 4 745. 2 
Applications authorized_...............--- 1,493 | 2,784.8 | 2,240.2 680 874.7 701.9 
Applications declined._................-.. 248 83. 6 74.8 154 48.5 43.1 
Applications pending.-...................- 1 3 2 1 2 -1 
SGA TG GOEL... « oscnsccccnscdone tipetiantincel scupuie et beads cenewchetaanwnceis it ian 
Fh Pe adi igaindncanthncaengccnadinte debug ascend imcaminatncdsc 
FU AEP DATO a nin tencncnts hos nneensesdlen, sén aes tcapeananels Sos —pacled lendecsonediee ciate nae 
S8 We BO AGE, cnnpcececcannseasabunéas | pascusanacels socenehon}ess.nccdnacatlinadie pain 
OE OD Ee TG on vnieticccnncntiiein<g.dadbdnakadkhins be sowan ols bicecisnecteasoniap eee ee 
OR Gi sciiies, Sccntechl ienuinceon ee cialit lentin col ania TE eceaatigii et tanle 
AS OF FEB, 28, 1958 | | 
Applications pending. -..:..............-.. | SEAT limited a at | IE Ey. covabeteaneandicadanl 
Outstanding loan guaranties... worans 149 481.0 352.7 | 36 | 33. 2 26. 2 
Less credit outstanding...............-._. 139 322. 2 238 9 32 21.6 17.0 
Additional credit available.............-..|------.--- 198.7] -113.8 |... | 11.6 9.2 
| — 
Navy Air Force 
Item | 


Loan Amount 
Number} value of guar- | Number 


Loan Amount 
value of gnar- 








anty anty 
AS OF MAR. 31, 1958 ; 
Mil. dol. | Mil. dol. Mil. dol. | Mil. dol. 
Applications received since July 1, 1950__. 409 662. 6 551.1 | 498 | 1,282.6 1,018.9 
Applications authorized__....-..........:- 359 640. 7 531.1 454; 1,269.4 1, 007.2 
Applications declined ..............-.-...- 50 21.9 20.0 44 13.2 11.6 
REIT BS Sistine die Soracns ewl oaninn cased hsad<stattiabinasyemnn padedael 1 “a 


WO GREGG Wines ove ds cic cb inns tbnnwacnagae bn benaies on ecetssaiie nde dae 
SR ES ae! SK Unitas oercmalieeed 
Fe OP Be Rn oe, ceed nano eid dsncdensstteeader nae 

BOD GI i tds cade iticqaassaa eee se 
RS RS ee Be RT 1 oma 3 
Over 50 days_-_.-- Sonia wi she etek ebb aioe 





AS OF FEB. 28, 1958 


SI IE ooo nib cin oo iad srg ean lke te Oe. 5200. 22 ae 

Outstanding loan guaranties. .........._- 42 158.3 110.9 71 289. 5 215.6 
Less credit outstanding. _.....2..-.....--- 41 119.8 85. 4 66 180.9 136. 5 
Additional credit available............-..-]...------- 38.5 Se Cited 108. 6 79.1 


Norte.—All data, except where otherwise indicated, are as of Mar. 31, 1958. 
Amounts will not necessarily add to totals due to rounding. 





| 
a) 
€ 
= ¢ 
t 
‘ 
f 
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Applications authorized, by size of loan ° 


Department of 











Defense Air 
Army Navy Force 
Number | Percent 
Applications authorized since July 1, 1950...-....._--. 1, 493 100 680 359 454 
De a wie imawaced ll 1 3 2 6 
an RIEL Boag Nie eae 38 3 15 13 10 
ed ea ssh Che wn dckonencw need 86 6 | 43 17 26 
I. oe ae oe aes 179 12 22 89 40 50 
$100,001 to $300,000_..._ _- Dba 363 | 24 173 93 | 7 
,001 to $500,000_.._....- - . conaal 225 15 61 113 i 58 
$500,001 to $1,000,000. _ - a 204 14 75 96 18 | 60 
$1,000,001 to $2,500,000... _-...-.-..---.--.--- soe 200 13 RS | 45 7 
$2,500,001 to $5,000,000 - _ = ca 104 7 95 37 25 42 
seaneaee to $10,000,000_. ._...- 39 2 13 | 10 16 
$10,000,001 to $1 vena)... EST 16 1 6 | 4 6 
$15,000,001 to $50,000,000. - ee 26 2 6 | . 12 
Over $50,000,000............-.. aa 2} () 1 | 1 
Average percent pane authorized (by | | | 

amount) ....... Ne aidalin aeeiamtkietaie 80. 4 | 80. 2 | 82.9 79.3 


1 Less than 0.5 percent. 


Applications authorized, by percent of guaranty 





65 percent 


1. Less than 0.5 percent. 


Mr. MATTHEW HALE, 











Department of | 
Defense | 

(ek ke ok, eee |. Mary Air Force 
| | | 
Number | Percent 

| henitsintgeniiaty —_—— | —___—_—_—_— 

1,493 | 100 680 | 350 | 454 

a —_ —— ——E 

21 | 1 | 8 | pk eo 5k. 

43 | 3 30 Uc agiaeaids 

758 | 51 336 172 250 

96 6 | 50 | 20 26 

261 | 18 | 117 67 77 

92 6 39 21 32 

203 | 14 93 | 47 63 

2 () Bhs nee 1 

; | 5 





THE GENERAL COUNSEL OF COMMERCE, 
Washington, D. C., June 5, 1958. 


Counsel, Senate Committee on Banking and Currency, 
Senate Office Building, Washington, D. C. 


Deak Mr. Hare: Following our telephone conversation there is enclosed a 
list of BDSA regulations, orders, and notices in effect as of May 31, 1958. 
Two other orders have been issued by the Department of Commerce under 
authority of the Defense Production Act and are still in effect. They are: 
T-1 (December 8, 1950)—Shipping restrictions; subgroup A, Hong Kong 


and Macao. 


T-2 (December 19, 1950)—Shipping restrictions ; Communist China. 


Sincerely yours, 


Burt W. Roper, 
General Counsel for BDSA. 
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U. S. DEPARTMENT OF COMMERCE 
BUSINESS AND DEFENSE SERVICES ADMINISTRATION 
List of BDSA Regulations, Orders and Notices in effect (as of May 31, 1958) 
REGULATIONS 


DMS Reg. 1 (as amended Apr. 1, Basic Rules of the Defense Materials System 
1954). 


Amdt. 1 (Jan. 20, 1958) to DMS Reg. 1 

Amdt. 2 (Mar. 10, 1958) to DMS Reg. 1 

Dir. 3 (as amended Apr. 1, 1954) to DMS Reg. 1 
Dir. 4 (as amended Apr. 1, 1954) to DMS Reg. 1 
Dir. 4, Amdt. 1 (Apr. 11, 1957) to DMS Reg. 1 
Dir. 5 (Apr. 1, 1954) to DMS Reg. 1 

Dir. 6 (June 29, 1956) to DMS Reg. 1 

Dir. 6, Amdt. 1 (Aug. 17, 1956) to DMS Reg. 1 
Dir. 10 (Jan. 18, 1957) to DMS Reg. 1 


DMS Reg. 2 (as amended Apr. 1, Construction Under the Defense Materials 
1954). System 


Dir. 3 (as amended Apr. 1, 1954) to DMS Reg. 2 
Dir. 3, Amdt. 1 (Apr. 11, 1957) to DMS Reg. 2 
Dir. 4 (Jan. 18, 1957) to DMS Reg. 2 


Res, °3. (Deb b FOR teense Ratification of Previous Actions 
Reg. 2 (as amended Mar. 23, 1953). Basic Rules of the Priorities System 


Amdt. 2 (June 1, 1954) to Reg. 2 

Amdt. 4 (Jan. 11, 1957) to Reg. 2 

Amdt. 5 (May 9, 1958) to Reg. 2 

Dir. 4 (as amended Apr. 30, 1952) to Reg. 2 
Dir. 7 (June 29, 1956) to Reg. 2 

Dir. 7, Amdt. 1 (May 9, 1958) to Reg. 2 
Dir. 8 (Jan. 18, 1957) to Reg. 2 


Reg. 3 (as amended Feb. 1, 1956). Operations of the Priorities and Allocations 
Systems Between Canada and. the United 


States 

Reg. 5 (as amended Oct. 11, 1951)_ Appeals 

ew. 6 (Notr 6; ISSR owe ns Transfer of Quotas and Ratings; Transfer 
of a Business as a Going Concern 

Reg. 7 (Apr. 20, 1002). sec 2cnue Interpretations of BDSA (formerly NPA) 
Regulations and Orders 

Reg. 8 (May 15, 1956) __-_-__- pees Te Compliance and Enforcement Procedures 

ORDERS 
SEER (Ry TG i ss a a ek eee Iron and Steel 


Amdt. 1 (June 26, 1953) to M-1A 
Amdt. 3. (Oct. 7, 1953) to M-1A 
Amdt. 4 (Jan. 20, 1958) to M-1A 

BE<3D COS TR Dee ake i hee ok bb hed ine Nickel Alloys 
Amdt. 1 (Aug. 17, 1956) to M-1B 
Amdt. 2 (Jan. 20, 1958) to M-1B 

DEG Le: By TOT caitlin chinese oer race keene a cite peanoiie Aluminum 
Amdt. 1( Dee. 31, 1956) to M-5A 
Amdt. 2 (Jan. 20, 1958) to M-5A 

M-11A (as amended Dec. 18, 1956) -.--.------_- Copper and Copper-Base Alleys 
Amdt. 1 (Jan. 20, 1958) to M~-11A 
Schedule A (Revised as of Aug. 15, 1957) to M—11A 


M-17 (as amended Oct. 30, 1953) _.--..-.--.---_--____ Components or Parts 
M-41 (as amended Feb. 5, 1954) _---_-._--__ Metalworking Machines—Delivery 
Dir. 1 (Mar. 27, 1957) to M-41 
Be NOS GC TORR a dest cgeine tans Construction Machinery: Distribution 
NOTICES 


Notice 2 (as amended Mar. 1, 1954) _-__-___- Signature of Official BDSA Actions 
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GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., June 3, 1958. 
Hon. A. WILLIS RoBERTSON, 
Chairman, Joint Committce on Defense Production, 
United States Senate, Washington, D.C. 
(Attention Mr. Harold J. Warren.) 

Dear Mr. CHAIRMAN: Enclosed is a statement of GSA activities under the De- 
fense Production Act, as amended, for the period January-March 1958. The 
statement is furnished as requested in your letter of August 8, 1957. 

Sincerely yours, 
FRANKLIN G. Fiorte, Administrator. 


OPERATIONS OF THE GENERAL SERVICES ADMINISTRATION UNDER THE DEFENSE 
* Propuction Act oF 1950, AS AMENDED, DURING THE 3-MONTH PERIOD JANUARY-— 
Marcu 1958 . 


Expansion programs certified toGSA 
Gross transactions certified to the General Services Administration through 
March 31, 1958, for expansion programs. under the Defense Production Act, as 
amended, ‘totaled $7,769.1 million, for which the probable ultimate net cost to 
the Government was estimated at $917.7 million. In addition, an amount of 
$677.6 million was certified as working capital to carry inventories and assets 
_ for which dispasition is not now foreseeable. 
During the January-March 1958 period there were no new program certifica- 
tions to GSA by the Office of Defense Mobilization. 
.. Revisions in program, certifications were received during the period involving 
increases:in financial requirements as.follows: gross transactions, $0.9 million ; 
probable ultimate net costs, $57.4 million; and working capital, $275.3 million. 
These revisions included (1) $332 million working capital for the retention of 
aluminum and manganese inventories, and (2) revisions in financial require- 
ments of bauxite, cobalt, lead, tin, tungsten, and zinc, due primarily to changed 
market prices or variations of accessorial costs and premiums from previous 
estimates. 


Financial requirements 

It was pointed out in the report to the joint committee for the period July— 
December 1957 that borrowing authority requirements probably would exceed the 
present authorization of $2.1 billion unless provision is made in the future for 
substantial disposals or reimbursable transfers to the national stockpile. GSA 
is presently discussing with ODM and the Bureau of the Budget the long-range 
financial requirements for this program and it is expected.that the next report 
to: the joint committee will include a statement on the outcome of these dis- 
cussions. 


Accelerated tax amortization 

No certificates of necessity were recommended by GSA to ODM for consider- 
ation during the quarter. owever, GSA recommended and ODM approved 3 
scope amendments and 6 time extensions on existing certificates. At the end 
of March 1958, there were 10 applications for certificates pending with GSA; 
these applications were for uranium. 


Loans and advances 


The status of Government advances, loans, and guaranties for minerals and 
machine-tool programs under GSA is summarized below. 

Advances.—At the end of March 1958, advances made by GSA for minerals 
and machine-tool expansion totaled $211.5 million. These advances from the 
inception of the program included $157.7 million for minerals projects and $53.8 
million for machine-tool programs... A total of $30.5 million remained outstanding 
at the end of the period, practically the entire balance being for minerals projects. 

During the 3-month period, advances of $3.3 million were made by GSA for 
nickel and $4.9 million for titanium contractors, and there were repayments to 
the Government of $24.9 million by titanium contractors, $6.4 million by nickel 
contractors, and $123,000 by manganese and tin contractors. The net reduction 
during the period in the total advances outstanding was about $23.2 million. 





ee 
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Advances to contractors for minerals expansion plete and machine tools, as of 
Mar. 31, 1958 











Status Total Minerals Machine 
projects tools 
sy Sec en sc ee a a ae $211, 516, 702 $157, 735,000 | $53, 781, 702 
I iin ich ste eicien hn Udcnmn lads seein 180, 867, 202 497, wh a 53, 615, 616 
TO i ie ea te ek ee oa a ee 194, 027 69, 697 
RPUPUINE occas bacicabenssocenepeeesen aks kt 30, 455, 473 30, 350, a4 


Government loans.—No new loans for matérials expansion projects were made 
by either the Export-Import Bank of Washington or the Defense Lending 
Division,’ Department of the Treasury (formerly Reconstruction Finance Cor- 
poration) during the January-March 1958 period on the basis of certificates 
of essentiality from GSA. No certificates of essentiality were issued by GSA 
during the period for loans under section 302 of the Defense Production Act. 

Guaranteed loans.—Pursuant to. provisions of the Defense Production Act, 
GSA guarantees loans under Government contracts:for the procurement of 
materials or the performance of services for the national defense. No new 
private bank loans were authorized during the period. 

At the end of March 1958 there remained 4 guaranteed loans, involving a 
maximum authorization of $49,513,510, on which the outstanding balances 
totaled $45,745,810. 


Operation of Government-owned plant 


During the quarter year ending March 31, 1958, the Government-owned nickel 
plant at Nicaro, Cuba, produced a..total of 12,391,000 pounds of nickel plus 
cobalt, at the annual rate of 50,252,000 pounds... Nickel sold during the quarter 
amounted to only 2,614,000 pounds; however, each month since the first of the 
calendar year showed a substantial increase over the January low. 

The new research pilot plant and laboratory at Nicaro was reported as 97 
percent complete on March 31. The railroad and mine expansion projects being 
performed to permit mining and processing Cuban Nickel Co. ores are scheduled 
for completion about June 1, 1958. 


Minerals research and devclopment 


Synthetic mica.—One new contract was executed, covering research on the 
development of a satisfactory bonded, punchable, reconstituted, synthetic mica 
sheet. Also, negotiations were in progress with the Bureau of Standards for 
additional work on this subject. 

The new contract is with Horizons, Inc., and covers a 2-year period at an 
estimated cost of $94,800. Date of execution of the contract was February 20, 
1958. 

With reference to research acconiplished to date, in addition to previously 
mentioned results: in making unbounded sheet, one contractor has made progress 
in true recrystallization—the formation of one large crystal from many small 
ones, 

Natural mica.—A contract was executed for the design and manufacture of 
a machine to measure the waviness of natural mica. This contract with the 
American Research & Manufacturing Corp. was executed February 7, 1958, for 
a period of 6 months at an estimated cost of $14,073. 

Selenium.—The final report of the Bureau of Mines on its contract indicated 
two potential sources of selenium in the United States capable of yielding 
substantial quantities of this metal, provided that satisfactory prices could be 
counted on for several years. One source is the phosphoria formation of 
earbonaceous phosphatic shales in.southeastern Idaho, northeastern Utah, and 
southwestern Wyoming. The other source is certain uranium ore districts in 
west-central Wyoming, in north-central New Mexico, and in Emery County, 
Utah. 

The final report on the contract for recovery of selenium from wild plants 
has not been received, but has been promised in the near future. 

Titanium.—Work on the final design of the cell for. the electrorefining of tita- 
nium metal to produce low-hardness material of high purity, being conducted by 
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the Bureau of Mines, has shown good progress. The cell feed development pro- 
gram is underway. 

The design features of the explosion-proof, skull-type furnace for the melting 
and alloying of titanium for titanium-scrap recovery has been discussed with 
the National Research Corp., and progress is being made. 

No new pilot-plant contracts on titanium were entered into during the period 
of this report. © 


Purchase contracts 


There were no expansion-type contracts executed under Defense Production 
Act programs during the quarter. 

GSA has been transmitting, on reduest of the joint committee, monthly reports 
on aluminum contracts under whith reductions of contract expenditures have 
been effected. A GSA report pursuant to the request of March 19, 1958, from 
the joint comniittee listed reductions accomplished since June 30, 1957, in the 
obligations to purchase undelivered portions of materals under the Defense 
Production and the Strategic and Critical Materials Stock Piling Acts contratts. 

A number of contract amendments. during the period for nickel, copper, and 
cobalt are discussed in the section of this report on materials progress. 

Foreign mica.—Additional contracts were finalized during the period for for- 
eign mica amounting to a total of 1,980,000 pounds, of which a minimum of 
990,000 pounds, is to consist of strategic quality. This program, authorized by 
ODM, had previously been extended to June 30, 1962, to coincide with the do- 
mestic mica-purchase program. Gross transactions under these additional con- 
tracts total $10,568,000. Additional contracts under negotiation involve an 
estimated gross total of $5,200,000. 


Materials progress 

Aluminum.—Purchases of alumiium during the 3-month period totaled $64.7 
million, as shown in the table of commodities purchased January-March 1958 
under the Defense Production Act. 

In this period, aluminum production from all facilities of the Aluminum Com- 
pany of America, Kaiser Aluminum & Chemical Corp., and Reynolds Metals Co. 
totaled 768,280,000 pounds. Of this amount, 200,997,000 pounds were produced 
by new or expanded facilities covered by contracts made by the Government 
with these companies under authority of the Defense Production Act. It is 
estimated that 149,877,000 pounds of aluminum were made available to non- 
integrated users, who fabricate but do not produce the metal, in accordance with 
the provisions of these contracts. 

The producers during this period tendered to the Government 250,731,164 
pound of their production during the production year ended March 31, 1958. 

Cobalt.—Under contracts GS—OOP (D)-—12205 and DMP-60, Falconbridge Nickel 
Mines, Ltd., agreed to slight reductions in the Government’s obligation to pur- 
chase cobalt. This was part of a contract amendment involving nickel, copper, 
and cobalt. 

Copper.—Falconbridge Nickel Mines, Ltd., has agreed to eliminate from con- 
tract. GS-OOP (D)-—12205 the right to put 10 million pounds of copper to the 
Government. 

White Pine Copper Co. and San Manuel Copper Corp. continue to tender copper 
to the Government under the floor-price contracts. During the January-March 
1958 quarter, each company tendered approximately 28 million pounds. 

Nickel.—Diversions of nickel to United States industry were authorized for 
the January-March period, but results have been negligible. 

The International Nickel Company of Canada, Ltd., has agreed, by amendment 
to. its contract DMP-80, to defer deliveries of the 24 million pounds due at the 
rate of 2 million pounds during calendar 1958 on the following basis: The 
contractor may deliver up to 3 million pounds per month during October, 
November, and December 1958, but shall not be required to make such deliveries. 
The remainder of the 24 million pounds undelivered at the bginning of 1959 
= be delivered in approximately equal monthly quantities during calendar 

Falconbridge Nickel Mines, Ltd., has agreed (although the amendments to 
the contract had not been executed by the end of March 1958) to make certain 
ehanges in its nickel contracts, DMP-60 and GS—-OOP(D)-12205, as follows: 
Under the latter contract, the contractor eliminates its option to put 20 million 
pounds of nickel and agrees to the elimination of 3,500,000 pounds of firm nickel 
due in 1961. The Government, on the other hand, gives up its right to call 
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50 million pounds of nickel under contract DMP-60 during the period of 1962 
through 1967, and also agrees to an extension of 2 years: (from June 30, 1962, 
to June 30, 1964) in which 15 million pounds of option nickel can be delivered 
to the Government by Falconbridge. The Government is not to pay any higher 
price for such deferred nickel than that in effect on June 30, 1962, but the 
price could be lower. 

Faleonbridge also agreed to changes in the copper and cobalt portions of 
these contracts, as reported under those subjects. 

Rare earths and thorium.—Efforts were continued to sell the rare earth and 
thorium residues coming out of contract DMP-108 (Porter Bros. Corp.). Ways 
and means are being developed to simplify the packaging and analyzing of the 
residues for the negotiation of a satisfactory offer or offers. 

Titanium.—aAs a result of the substantial decline in requirements for titanium: 
sponge, it was necessary for Cramet, Inc., to cease operations at’ the Chattanooga 
plant financed by Government advances and to tutn the plant over to the Gov- 
ernment in settlement of the remainder of the advances made. Cramet, Inc., 
is acting as the Government’s agent in physically shutting down operations 
and preserving the facilities, and seeking means to settle supply contracts 
for which the Government is liable. Meanwhile, some interest has developed 
in the facilities, and the GSA Public Buildings Service is offering the property 
for lease or sale. The cutoff date for receipt of proposals is June 18, 1958. 

Another matter of. interest concerning titanium is that Titanium Metals 
Corporation of America, having a contract with GSA, gave notice in March 
of its intention to retire in full the $15 million advance made for the installa- 
tion of its facilities at Henderson, Nev. This advance has been reduced from 
a balance of $5 million to $23,000 in the last 9 months. The reduction was 
affected largely through the tendering of titanium sponge at the market price in 
lieu of cash, as permitted under the contract. This is a substantial anticipation 
of the contract. 


Purchase programs 


The volume of purchases under the domestic purchase regulations, issued pur- 
suant to the Defense Production. Act and Public Law 206 (83d Cong.), is 
shown in the accompanying table as of March 31, 1958. 

The domestic (continental United States and the Territory of Alaska) and 
Mexican mercury purchase program regulations, which were revised in No- 
vember 1957 and extended through December 31, 1958, were further revised 
with reference to packaging requirements. The packaging requirements now 
specified in the regulations are based on recommendations made by the Stan- 
ford Research Institute as the result of a research project on mercury pack- 
aging carried out by that organization. 
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Purchases under domestic purchase regulations (Defense Production Act and 
Public Law 206, 88d Cong.), as of Mar. 31, 1958 





Cumulative purchases ! 








; through— 
Program Termination | Program Units pee a? Beer et Ot SE 
date limitation 
June 30, Mar. 31, 
1957 1958 
fcetbietaan lected te tesa aoalesie aa. Wedbi bis ach ibe pS eS 
! 
| Short tons, crude No. 1 1, 499 1, 499 
Asbestos 2. .-..---- Oct. 1, 1957 | 1, 500 and/or crude No. 2. 
| (Short tons, crude No. 3- 850 850 
eS ee ‘ June 30,1962 | 4,500 | Short dry tons, beryl ore-| 1, 467 1, 853 
ae June 30,1959 200,000 | Long dry tons, chrome 150, 715 184, 988 
ore and/or chrome con- 
| centrates. 


Columbium-tantalum 2.._| ‘Deg. 31,1958 | 15,000,000 | Pounds contained com- | 15, 580, 392 | 3 15, 584, 167 
| bined pentoxide. 


Manganese: 
Butte-Philipsburg, | June 30,1958 | 6,000,000 | Long-ton units, recover- | 4, 106, 196 5, 745, 916 
Ment. able manganese. 
Deming, N. Mex.?__..|...-.do- } 6,000,000 |.....do-_- 7 oe 6, 215, 258 6, 215, 258 
Wen ien, Ariz.?. .do 6, 000, 000 | .do.. 6, 108, 316 6, 108, 316 
Domestic small pro- | Jan. -1,1961 | 28,000,000 | Long-ton units, con- | 13,719,226 17, 928, 301 
ducers. | tained manganese. 
Mercury: 
Domestic... --- Leal Dee. 31, 1957 125,000 | Flasks, prime virgin 5 8, 596 
mercury. | 
ae eS Dec. 31, 1958 430,000 |_..-.do-.. as 0 2, 726 
Mexican.-..-- : ..--| Dee. 31, 1957 75,000 |.....do-- 0 766 
Do- ....,.---.----| Dee. 31, 1958 | 4 20, 000 .do_- | 0 1, 100 
crak bis a bere bes June 30, 1962 25,000 | Short tons, hand-cobbed | 11, 508 13, 618 
mica or equivalent. | 
Tungsten ?_..._.........-| July -1,1958 | 3,000,000 | Short-ton units, tung- 2, 996, 280 2, 996, 280 














sten trioxide. 


1 Quantities represent deliveries. 

2 Program comnleteu through purchases. 

3 Includes alijustments applicable to prior periods. 
4 Extension of prior limitation. 


Norte.~-Chromé purchases are made under Public Law 520, 79th Cong. Columbium-tantalum regula- 
tion provided for both domestic and foreign purchases; report includes both. Excluded from this statement 
are the operations un‘ler Public Law 733, 8ith,Cong., which provides for purchases of domestic tungsten, 
asbestos, fluorspar, and columbium-tantalum. 


Purchases, ‘sales, and transfers under minerals contracts 


During the quarter, minerals and metals costing $149 million were purchased 
under expansion contracts and $3.1 million worth were sold. 

There were no new transfers of tmaterial in the DPA inventory to the na- 
tional stockpile during the period. This was in accordance with the change in 
policy noted in the report te the joint committee as of December 31, 1957. Sales 
from DPA inventory during the period totaled $3.1 million. 

At the end of the period, materials in the DPA inventory amounted to $1,027.3 
million. This was an increase in inventory of $147.1 million during the 3-month 
period, and compares with $678.8 million at the beginning of the fiscal year in 
July 1957. The inventory included large values in tungsten ($325.4 million), 
aluminum ($218.8 million), titanium ($152.6 million), and metallurgical man- 
ganese ($111.0 million). 
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Commodities purchased under the Defense Production Act, January—March 1958 


Commodity ' Total purchases 
Mei oo lene at bee se) Be ies oe SR $64, 714, 326 
Tso SE SU Se cals Were eee Said Sepia on eraeee 7 RL 5, 344, 584 
MOU ee MRCS oto. dt i eo a oe a 77, 605 
CO Sa a a ee gl ee se a 1, 020, 263 
Cobalt and cobalt-nickel qloy— 2 260 Lis) ee lee ed 4, 305, 428 
Columbium-tantalum___._----__4_____- fale te wel aes tea 163, 512 
Comet aioe ek A en el ie Eee a See eee 18, 736, 526 
COON aa i rset ta eng ese eae pes sate isin Lane a eS a | __ 
WIWOTODO? 120 na ele a a ey Tw ere Ss ee ee 
TU i ol pA lhe hcl Shee Reals 368, 833 
BeOeNEM eo lth UU ek a cas oe eer ete 12, 974, 678 
peene ys eck ee ee a ee a ee 2, 296, 314 
Riee ie sin Lb nlad be Ala hel Si a RS a ro Sabre elt She See 1, 489, 617 
PeNe 28 oseos aie Sb ee) Soto oe ee ee ees 30, 551, 800 
PRs os ee a li ot ee es oe Dee 7, 736, 529 
Pr OO. ee Se a eee ee es A 2 ee ee (1; 767) 
IN ia sti oy et ws asp itp itn eid Sates a dns cite and tpn en wy A 

POG Us ee a ed 149, 778, 248 


Inventory under the Defense Production Act (commodities in storage and 
transit), as of Mar. 81, 1958 























ee ae aa ee ad | a ; 
Meeting | Not meet- Total inventory 
Commodity Unit of measure | stockpile jing stock-|In transit|__ 
| | specifica- | pile spec- ; ' 
tions ifications Quantity} Amount 
Alvmiv'm.... orecooees| SHOrt tom.........} 305,68 4, 938 31, 183 429, 770) $218, 810, 493 
Asbestos, chrysotile a Gi nex> itewet | 1, 499) WE cca’ an 2, 349 2, 102, 575 
Oe ide cn seid cs tc eae .....- PE sai cnpricctibnwenee ec 823, 461 10, 929, 149 
Beryl ore... _-- 3 ..---| Short dry ton... -.| 731| TE aie eal 1, 243 620, 822 
TE, oda Sacawlsackie ck IE, ooh ee acrene Be OE eal chek tn 22, 901 52, 362 
2 3 Long dry ton___- 36 525, 354). :........ 528,390 21, 558, 944! 
Cobalt and cobalt-nickel al- | Pound_______-- ....| 2,310, 883) 2, 635, 106 21, 868] 4, 960, 857 11, 003, 265 
lov. 
Columbi’m-tantalym. ___- aE lade: scien nncgsoics 111, 729, 772) 3, 118, 707 22, 404/14, 871, 083 55, 116, 029 
Malayan tin slag........-.-- 5 sins Ming steak «i salitoaal 3, 196, 892}__ __- 3, 196, 892 1, 496. 693 
Copper 5 ia | Short ton 2 49, 857 5 967 2, 450 58, 274 32, 329, 824 
Cryolite ; ia | Short dry ton_._-__|_-.. 38, 968) . pei 38, 968 10, 769, 467 
Fluorspar, acid ........-...- :- do eee Wh CEs vicisine Sh acliatcomasaran 18, 581 1,,394, 453 
Graphite. _____-- Dnt a oe... Been at: 533 177, 545 
i pues Seo) : 2h Chee tH. ct 3, 015 27|, 3,042 1, 151, 218 
Manganese: 
Metallurgical. ____- Long ton __.._____|34, 762, 590/26, 615, 244| 1, 859, 716/63, 237, 550} 111, 033.'297 
Electrolytic ee soba Set wo 4 704| aS) apm 4, 704 2, 951, 428 
Synthetic dioxide | Long dry ton 2 1, 995) . 137 2, 942 1, 557, 756 
RE cen ana'cicaemens | Flask Teemeata 7, 094) lar 7, 094 1, 596, 112 
Mica _.. wii te acs \ POU. << iavace 136. 470} 1, 557,506) 139, 353) 1,833,329) 11, 696, 246 
Nickel webs se do wn poncn tiny bay Oat. 10, 274, 219) 63, 393, 784 51, 718, 090 
Palladium cvilsmei inherit ea 7, 884 : 7, 884 177, 312 
yee eee yecou le ; T ong ton Sade | SOA cette 537 1, 037, 651 
Titanium ____- nc Short ton c sehes! (4) () 67 21,527} 152, 585, 496 
i ee ee ee oe ..| Pound, W___.__._|53, 811, 139/26, 147, 595}. ..___- 79, 958, 734| 625, 411,731 
Total in storage and in|} | | 
transit__..._- = Re etree oy sae eee Laat stare) ss tick Legend hel 1, 027, 268, 958 











1 Final determination of quality pending. 


Machine tools 


Five machine-tool programs established: by the Office of Defense. Mobilization 
continued under GSA administration during the period. 

Pool-order program.—During the January—March 1958 period, no additional 
tools were sold under the program. Total sales.and transfers remained at 419 
tools ‘at a cost of $5.3 million. ‘A .total of 406 tools costing $5.1 million re- 
mained the property of the Government.under this program. Most of the tools 
remaining in inventory are available for sale. for the Government by .the pro- 
ducers under sales and storage agreements with these producets. 
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Machine tool lease program.—-There was a reduction during the period of 371 
tools‘on lease costing $1.3 million; of which sales to lessees in possession totaled 
47 items costing $0.8 million. At the end of March there remained on lease 
155 items césting $2.5 million and there were in storage 295’ items costing $5.1 
million. | 

Elephant machine tool program. —Contracts that have been made with the 
producers of extremely large tools cover a 10-year period during which the con- 
tractor is required to maintain the facilities in his plant ready for increased 
' production of necessafy tools. \At the end of March 1958 there were 3 contracts 
for these facilities covering 321 items costing $5 million for acquisition, trans- 
portation, and installation. 

M-day machine tool program.—This standby program would be activated in 
event of an emergency, and GSA has been authorized to enter into contracts 
with qualified producers, not to ‘exceed $256 million in gross transactions with 
a probable ultimate net cost'of $3 million. Although contracts are being made 
with producers, actual production will not be performed ‘until M-day. For that 
reason no advance or expenditurés will be made until the program is triggered 
by Government notice to producers. Under the terms of the contracts, working- 
capital advances may be made where needed up to 30 percent of the value of 
the items to be produced. 

During the 3-month period 1 additional contract was tendered to producers for 
5 items costing $0.3 million and amendments to existing contracts were also 
tendered, resulting in a total’ of 93 contracts tendered to producers for 15,363 
items costing $237.1, million. Acceptances during the period totaled 809 items 
costing $20.8 million, which brought total acceptances to 83 contracts for 14,713 
items costing $214.5 million as of March 31, 1958. Two contracts with a total 
value of $1. 2 million had been rejected as of the same date. 

Marine turbine and gear rounding-out program.—No contracts have been 
awarded under this program and further negotiations have been suspended pend- 
ing a review of the program by the Business and Defense Services Administration 
of the Department of Commerce and by ODM. 


OFFICE OF DEFENSE MOBILIZATION 


Use and availability of funds authorized under the Defense Production Act, 
Mar. 31, 1958 


{In thousands of dollars] 
A. SUMMARY STATUS OF FUNDS 


Congressional authorization to borrow -...........-.-..------.------------ : 2, 100, 000 








Funds allocated for programing- -- Sa 5 tiles Sd intending bite ticastylen ds 2, 077, 225 
Unallocated reserve._.._.......-- Magpie tet gerRSeSdRaus- igbacksesneee bo ankeickeeb ben ' 22, 775 
nas oak iibe prods ten onsscuudeaqnabeeapcecenash« 1, 934, 174 
Uncertified allocations -- c ‘ HO og tea SES iets 143, 051 
Cumulative transactions with the Treasury: 
Borrowed gross !__.___.___-_- : ee Oe 1, 881, 231 
GE eG iN dad Been inn h apn cea thpebehnenboan sé des dene eecediginie 238, 463 
I RONG Fos an cdahwh dd iniiceedidauccenbatepevbpsstusiadk secu RCTS 
Borrowing av ew er is se and retained a of eer 
$17 million_- ie S CASE a Een biaeten<ekenontiae wey 
so Ds A end n eu eta daninll Wi dedeln cesicncebbbnabsanessendcuosces 457, 232 
Undisbursed cash (estimate of borrow ings ee 31, 035 
rN ce artim ddan chee eeneeaeehe Sebedenn seecdsdnigneasd 488, 267 


1 Includes $116.1 million Treasury refinancing of loans. 





1 Excludes institutional tools. 
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B. STATUS OF FUNDS ALLOCATED, BY AGENCY 


| 4 oh 
Present (Certifications; Balance 


























allocation | outstanding | uncertified 
i saclay Labels rapdhieas ame shapieeateentecalaanednaapeteertaease Peierls aaa adi c 2 a 
Total, secs. 302 and 303... .........-_. : weeny 4, OT, 225 BL 1, 934, 174 143, 051 
1. Loans under sec. 302, total... -- acre ais 3 | 306, 000 } 236, 720. 69, 280 
Domestic loans, Treasury. -.-...-.....- eraceeesys 256, 000. 202, 330 | 53, 670 
Total loans certified. wa ‘ (386, 745) |... -... anes 
Less repayments and cancellations...___- (184, 415) _- gf 
Foreign loans, Export-Import Bank__...-__- Sa aaasen| 50, 000 34, 390 15, 610, 
Loans certified and disbnrsed bays woe |-34 alae Lae (Rees: bosa2es KK. 
Capitalized compound interest __- 6 tecleael . (oY ee See 
Total certification. .._.........._-. i ‘ Aree ee 8: 1 eee 
Less repayments. - ; AEE Ge See ot WG hoses act 
2. Purchase programs, exploration assistance and working | 
capital advances under sec. 303, total. <<! 1, 771, 225 1, 697, 454 73, 771 
General] Services Administration... ; ‘ 1, 665, 000 | 1, 595, 325 | 69, 675 
Purchase programs (PU NC 2)_. cites aeame “ os (917, ae . 
Working capital_. | 74 | Se 
Defense a Exploration Administration assist- | 
ance (PUNC !)..... 38, 800 35, 793 3, 007 
Department a Agriculture (purchase programs 
CPO. rath <n once. 65, 825 36. 64; 736 | 1, 089 
Treasury Department purchase program, tin(PUNC ‘).} 1, 600- 1, 600 | 0 


C. DETAIL OF PROGRAMS | CERTIFIED, BY - AGENCY 


pre Re are 


























| Outstanding | 
working Net change 
capital since Dec. 
including 31, 1957 
| contingent | 
liability 
D., Reis wee Oe: DOU Ce NO a toe doannncucccinenctOunwd dn. sueo aun | 236, 720 | +701 
¢a) Domestic loans, Treasury °__..__--- i skcctapeen taeasanty alee cues aisieleiaaiia eenanaeene 202, 330 tt 
Loan: categories: 
Facility _. “ ea amuibe meee é a niegieeiaaeaaaal 183, 115 —420 
Working capital wal 5 nea’ singe ti eeeeaetidie seeeuaien aia Sah | 1,540 —257 
Agricultural.__........ at! 2 SOE couse oa 148 —8 
Rehabilitation (disaster) . - Se ee a a ee 17, 527 4 +1, 386 
(ob) Foreign loans, Export-Import Bank-___....._...............----..- | 34,300. % 0 
Loan categories: 
its) Sano: Saenh opewins culo sola iairamader amine onan 32 0 
COR oe. os at ane, peer te ties Oscars medi a 18, 078 0 
Manganese (including capitalized interest) _............--- 16, 280 0 
PUR adel otennas ob usacmaecndans attain ahinnd es a 0 0 
GOERS tte na aeannd wukc<autc\ ahs as eenieediaduedan 0 0 





1 Includes $116.1 million Treasury refinancing of loans. 

4 PUNC= Probable ultimate net cost to the Government. 

3 Includes private banks’ share of commitments amounting to 2,131. 

4 Rehabilitation loans are actually down to 15,815 from 16,141, Government's share, for this quarter. 
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Working 
PUNC capital Total 
| 
2. Purchase programs, exploration assistanceand work- | 
ing capital advances under sec. 303, total... .-.....- _ 1,019, 807, _ 67, 647 1, 697, 454 
(a) General Services Administration - 677, a7 1, 596, 325 
I I att ing te ton el 17, 734 260, 000. 27, 734 
Asbestos chrysotile. u.................... | 752 1, 395 2, 147 
Bauxite Jdmaica__,_........--. vb oo geen } 95 0 95 
IONE. 24) ca cine einniainein le pane dis 1, 092 165 | 1, 253 
a. wthatocannthetatina st pahmace " 0: 0 0 | 
I Be wb dns se dcaendisspasecscute 21, 648 16, 613 38, 261 | 
Ls plow a 8, 036 13, 000 21, 036 
Columbium-tantalum.-...............-.- 52, 869 19, 811 72, 680 | 
OT tiie aoa cece tallied (855) 0 | (855) | 
SST RE ES Ak eee 107 | 0} 107 | 
RD ue ae ees 5: kal 1, 786 10, 134 | 11, 920 | 
I sah aa et aeemmbivesirwaiainlenss scheint 0 0 0.| 
BEEN. obo toncaeendas Slt endaee ieee 3, 908 0 | 3, 908 
DE CUst cp dessahee 899. | 0 899 | 
Lead - a ee ee 2, 596 0 2, 596 | 
Machine tools _- 4. ----_--- eee 13, 900 | 0| 13,900 | 
Machine tool, M-day aaa 3,000 | 18, 000 | 21, 000 
Machine tool, elephant-- = 3, 000 0 | 3, 000 
Magnesium. .....-- ée ges 18, 390 0 | 18, 390 
Manganese battery synthetic. i aetaintiethi hat 0 0 |} 0 
Manganese (metallurgical). __,......---- 109, 831 72, 000 181, 831 
Manganese (electrolytic). .2............ 0 2,950 | 2,950 | 
IND Ra pisces pudesnae ss -~aanncs 50, 000 | 0 | 50, 000 
OE I ale eee 0 | 0 0} 
TI each Bl nn ais ’ 38, 045 | 29, 250 67, 295 
Minerals dev elopment program. : eal 319 0} 319 
MocrypGenum.. .....:-...--/...-- Siicadlt 4, 256 20, 688 24, 944 | 
Natural rubber.....:... PELL (7, 149) | 0 | (7, 149) 
Nickel....__. di iat cl eae 125, 556 0 | 125, 556 | 
Rutile.__.____ aha Aaee oe Fetes i 11 0 11 | 
Selenium ____.- ea ad oat 288 0 288 
I: Sea er Si ee er morte ee 3, 949 1,040 4, 989 
TN te a ck emma panes 107, 664 | 91, 700 199, 364 
oooh Sh ee SF eediuk Acai odes | 213, 677 120, 901 334, 578 | 
SS tole cha Senda tad benenaaks woes , 191 0 | 7,191 
Administrative expense A iacmlach scckbores 18" 725 | D 18, 725 
U. 8S. Treasury interest expense -----_-- | 88,078 | 0 | 88, 078 | 
Custodial I a a oe | 8, 280 | 0 | 8, 280 | 
(6) Defense Minerals Exploration Administra- | 
tin - _. j 35, 793 | 
Antimony 389 | 
Asbestos 402 | 
Beryl-mica___ 281 
Chromium __.. —, 76 
Cobalt-nickel 1,148 
Columbium-tantalum 59 
Copper 1,798 
Corundum 51 
F luorspar 303 | 
Graphite _- | l 
[ron 198 | } 
Lead-zine.__- | 734 


Lead-zine-copper 
Manganese 


HIS 
Bh 
& 


Mercury 030 
Mica 442 | 
\Molybdenum 274 | 
Monazite 133 | 
Platinum 36 
Rutile 90 
Sulphur 57 
Tle 40 
Thorium. 182 
‘Tin 490 | 
Tungsten 3, 907 | 
Uranium 6, 767 


| 
Net change 


since Dee. 
31, 1957 § 


+838, 224 


» $332, 692 
+-260, 000 
0 

+95 

0 

0 

0 

+1, 443 
0 

0 

0 

0 

0 


+-72, 000 
0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

+-97 

0 

—1, 788 
+79 

0 

0 

0 


+190 
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Working Net change’ 




















| PUNC capital Total since Dec. 
31, 1957'5 
2. Purchase programs, exploration assistance and work- | | | 
ing ential advances under sec. 308, total--con. | \ 
(¢) Department of Agriculture - - _- ae 64, 736 |- a 0 
American-Egyptian cotton __ __- COUR bio cn ot sige esint ieke 0 
American-Egyptian cottonseed - | 178 |. I ves Renee ois +-® 
Castor bean equipment ; 7 |-- is 0 
Castor beans, 1951 - 300 |._- Oss” twee - 0 
Castor beans, 1952... i, 713.,).--.. -|— 0 
Castor beans, 1953 _ - _-- | 3, 097 |.-- -}- 7 O 
Castor beans, 1954 660 | 0 
Castor beans, 1056. ...........-2.0-.._...-} 13 | ape : 0 
Kenaf seed and fiber, 1950, 1951, 1952_____| 1, 388 ieee 'iy'a Sep laie d 0 
I a a st i ra a4 43, 685 ae liner 0 
Tung oil__. : 72 | 0 
U. 8S. Treasury interest _- | 4, 015 \: , -| | 0 
SS ae > ——— 
(d) Treasury Department (RFC) Tin-____-.---- 1, 690 shit eds Ta 0 
| 
& Net increases since Dec. 31; 1957. 

PUNO. .. coconnmivecbdcrenssnencnwi ek een eae ee hee bed dndag ots connate 57, 419 
FOOCIIIT CEN oo coin creance ne caeechugs-tiastgukehnckkeen sda seaeene eee 282, 403 
339, 822 


( ) Profit. 


Senator Roserrson. For the information of-all concerned we will 
insert the Defense Production Act of 1950, as amended. — 
(The act referred to follows :) 





THE DEFENSE PRODUCTION ACT OF 1950, AS AMENDED’ 


AN ACT To establish a. system of priorities and allocations for materials and facilities, 
authorize the requisitioning thereof, provide financial assistance for expansion of pro- 
ductive capacity and supply, provide for price and wage stabilization, provide for the 
settlement of labor disputes, strengthen controls over credit, and by these measures 
facilitate the production of goods and services necessary for the national, security, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of American in Congress assembled, That this Act, divided into titles, may be cited 
as “the Defense Production Act of 1950.” 


TABLE OF CONTENTS 


Title I. Priorities and allocations. 

Title II. Authority to requisition.? 

Title III. Expansion of productive capacity and supply. 
Title IV. Price and wage stabilization.’ 

Title .V. Settlement of labor disputes.® 

Title VI. Control of consumer and real estate credit.? 
Title VII. General provisions. 


DECLARATION OF POLICY 


Src. 2. In view of the present international situation and in order to provide 
for the national defense and national security, our mobilization effort continues 





1Publie Law 774, 81 Cong., September 8, 1950, ch. 982, 64 Stat. 798, 50 U. 8S. C. App. 
2061-2166; Public Law 69, 82d Cong., June 30, 1951, ch. 198; Public Law 96, 82d Cong. 
July 31, 1951, ch. 275, 65’ Stat. 134,50 U. S.C. App. 2061-2166; Public Law 429, 82d 
Cong., June 30, 1952, ch. 530, 66 Stat. 296, 50 U. S. C. App. 2061-2166; Publi¢ Law 95, 
83d Cong., June 30, 1953, ch. 171; Public Law 119, 84th Cong., June 80, 1955, ch. 251; 
Public Law 295, 84th Cong.; August 9, 1955, ch. 655, 69 Stat. 580, 50 U. S. C. may 2061- 
2166 (effective as of the close of -_s 31, ao Public Law 632, 84th Cong., June 29, 
1956, ch. 474, 70 Stat. 408, 50 U. S. C. App. 2061-2166 (1956 amendment to sec. 712 (e) 
effective July 1, 1956). 

2 Terminated June 30, 1953. 

* Terminated April 30, 1953. 
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to require some diversion of certain materials and facilities from civilian use 
to military and related purposes. It also requires the development of prepared- 
ness programs and the expansion of productive capacity and supply beyond 
the levels needed to meet the civilian demand, in order to reduce the time 
required: for full mobilization in the event of an attack on the United States. 

In order to insure productive capacity in the event of such an attack on the 
United States, it is the policy of the Congress to encourage the geographical 
‘dispersal of the industrial facilities of the United States in the interest of the 
national defense, and to discourage the concentration of such productive facili- 
ties within limited geographical areas which are vulnerable to attack by an 
enemy of the United States. In the construction of any Government-owned 
industrial facilities, in the rendition of any Government financial assistance for 
the construction, expansion, or improvement of any industrial facilities, and in 
the procurement of goods and services, under this or any other Act, each de- 
partment and agency of the Executive Branch ghall apply, under the coordina- 
tion of the Office of Defense Mobilization, when practicable and consistent with 
existing law and the desirability for maintaining a sound economy, the principle 
of the geographical dispersal of such facilities in the interest of national defense. 
Semen contained in this paragraph shall preclude the use of existing industrial 
acilities. 

TITLE I—PRIORITIES AND ALLOCATION 


Src. 101. (a) The President is hereby authorized (1) to require that perform- 
ance under contracts or orders (other than contracts of employment) which 
he deems necessary or appropriate to promote the national defense shall take 
priority over performance under any other contract or order, and, for the 
purpose of assuring such priority, to require acceptance and performance of 
such contracts or orders in preference to other contracts or orders by any person 
he finds to be capable of their performance, and (2) to allocate materials and 
facilities in such manner, upon such conditions, and to such extent as he shall 
deem necessary or appropriate to promote the national defense. 

(b) The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds 
(1) that such material is a scarce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such material 
cannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market to such a degree as to create 
appreciable hardship. 

Sec. 102. In order to prevent hoarding, no person shall accumulate (1) in 
excess of the reasonable demands of business, personal, or home consumption, 
or (2) for the purpose of resale at prices in excess of prevailing market prices, 
materials which have been designated by the President as scarce materials or 
materials the supply of which would be threatened by such accumulation. The 
President shall order published in the Federal Register, and in such other manner 
as he may deem appropriate, every designation of materials the accumulation 
of which is unlawful and any withdrawal of such designation. In making such 
designations the President may prescribe such conditions with respect to the 
accumulation of materials in excess of the reasonable demands of business, 
personal, or home consumption as he deems necessary to carry out the objectives 
of this Act. This section shall not be construed to limit the authority contained 
in sections 101 and 704 of this Act. 

Sec. 103. Any person who willfully performs any act prohibited, or willfully 
fails to perform: any act required, by the provisions of this title or any rule, 
regulation, or order thereunder, shall, upon conviction, be fined not more than 
$10,000 or imprisoned for not more than one year, or both. 

Seo. 104. Import ContTROLS. Terminated at the close of June 30, 1953, by section 
11, 1953, amendments. 


TITLE II—AUTHORITY TO REQUISITION AND CONDEMN 
Terminated at the close of June 30, 1953, by section 11, 1953, amendments. 
TITLE III—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Sec. 301. (a) In order to expedite production and deliveries or services under 
Government contracts, the President may authorize, subject to such regulations 
as he may prescribe, the Department of the Army, the Department of the Navy, 
the Department of the Air Force, the Department of Commerce, and such other 
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agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies”), with- 
out regard to provisions of law relating to the making, performance, amendment, 
or modification of contracts, to guarantee in whole or in part any public or private 
financing institution (including any Federal Reserve bank), by commitment to 
purchase, agreement. to share losses, or otherwise, against loss of principal or 
interest on any loan, discount, or advance, or on any commitment in connection 
therewith, which may be made by such financing institution for the purpose of 
financing any contractor, subcontractor, or other person in connection with the 
performance of any contract or other operation deemed by the guaranteeing 
agency to be necessary to expedite production and deliveries or services under 
Government contracts for the procurement of materials or the performance of 
services for the national defense, or for the purpose of financing any contractor, 
subcontractor, or other person in connection with or in contemplation of the 
termination, in the interest of the United States, of any contract made for the 
national defense ; but no small-business concern (as defined in section 714 (a) (1) 
of this Act) shall be held ineligible for the issuance of such a guaranty by reason 
of alternative sources of supply. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as 
may be necessary to enable any such fiscal agent to carry out any guaranty made 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiscal agent shall have 
any responsibility or accountability except as agent in taking any action pursuant 
to or under authority of the provisions of this section, Each such fiscal agent 
shall be reimbursed by each guaranteeing agency for all expenses and losses in- 
curred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provision of 
law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitment fees, and other charges which may be made in con- 
nection with loans, discounts, advances, or commitments guaranteed by the guar- 
anteeing agencies through such fiscal agents, and to ——— regulations gov- 
erning the forms and procedures (which shall be uniform to the extent practi- 
cable) to be utilized in connection with such guarantees. 

(d) Each guaranteeing agency is hereby authorized to use for the purposes of 
this section any funds which have heretofore been appropriated or allocated or 
which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces- 
sities of the national defense. 

Sec. 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance 
of services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of stra- 
tegic and critical metals and minerals, and manufacture of newsprint. Such 
loans may be made without regard to the limitations of existing law and on such 
terms and conditions as the President deems necessary, except that financial 
assistance may be extended only to the extent that it is not otherwise available on 
reasonable terms. 

Sec. 303. (a) To assist in carrying out the objectives of this Act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other materials, for Government use or resale; and (2) for the 
encouragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or Stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such commodity (except that minerals and metals shal? 
not be sold at less than the established ceiling price, or the current domestic 
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market price, whichever is lower), or, if no ceiling price has been established, 
the higher of the following: (i) the current domestic market price for such 

. commodity, or (ii) the minimum sale price established for agricultural commodi- 

’ ties owned or controlled by the Commodity Credit Corporation as provided in 
section 407 of Public Law 439, Eighty-first Congress: Provided further, however, 
That no purchase or commitment to purchase any imported agricultural com- 
modity shall be made calling for delivery more than one year after the expira- 
tion of this Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to 
the limitations of existing law, for such quantities, and on such terms and 
conditions, including advance payments, aiid for such periods, but not extending 
beyond June 30, 1965, as the President. deems necessary, except that purchases 
or commitments to purchase involving higher than established ceiling prices 
(or if there be no established ceiling prices, currently prevailing market prices) 
or anticipated loss on resale shall not be made unless it is determined that 
supply of the materials could not be effectively increased at lower prices or on 
terms more favorable to the Government; or that such purchases are necessary 
to assure the availability to the United States of overseas supplies. 

(c) If the President finds— 

(1) that under generally: fair and equitable ceiling prices for any raw or non- 
processed material, there will result a decrease in supplies from high-cost sources 
of such material, and that: the ‘continuation of such.supplies is necessary to carry 
‘out the objectives of the Act; or — 

(2) that an increase in. cost of transportation is temporary in character and 
threatens to impair.maximum production or supply in‘any area at stable prices 
of any materials, 
he may make provision for subsidy payments on any such domestically produced 
material other than ‘an agricultural commodity in such amounts and in such 
manner (including purchases of such material and‘its resale at a loss without 
regard to the limitations of existing'law), and on such terms and conditions, as he 
determines to be necessary to insure that.supplies from such high-cost sources. are 
contiriued, or that maximum production or supply in such area at stable prices of 
such materials is maintained, as‘the case may be. 

(d) The procurement power. granted to the President by this section shall 
include the power, to’transport and store and have processed and refined, any 
materials procured: under this section. 

(e)}. When in his judgment it will aid the national defense, the President is au- 
thorized. to install additional]. equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities.owned by the United States Gov- 
ernment, and: to install Government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons. 

(f) Notwithstanding any other provision of law to the contrary, metals, min- 
erals, and materials acquired pursuant to the provisions of this section which, in 
the judgment of the President, are excess to the needs of programs under this Act, 
shall be transferred to the national. sockpile established pursuant to the Act of 
June 7, 1939, as amended (50 U. 8S. ©. 98-98h), when the President deems such 
action to be in the public interest. 

Transfers made pursuant to this subsection shall be made without charge 
against or reimbursement from funds available under such Act of June 7, 1939, as 
amended, except that costs incident to such transfer other than acquisition costs 
shall be paid or reimbursed from such funds, and the acquisition costs of such 
metals, minerals, and materials transferred shall be deemed to be net losses in- 
curred by the transferring agency and the notes payable issued to the Secretary 
of the Treasury representing the amounts thereof shall be canceled. Upon the 
cancellation of any such notes the aggregate amount of borrowing which may be 
outstanding at any one time under section 304 (b) of this Act, as amended, shall 
be reduced in an amount equal to the amount of any notes so canceled. 

(z) When in his judgment it will aid the national defense, and upon a certifi- 
cation hy the Secretary of Agriculture or the Secretary of the Interior that a par- 
ticular strategic and critical material is likely to be in short supply in time of war 
or other national emergency, the President may make provision for the develop- 
ment of substitutes for such strategic and critical materials. 

Sec. 304. (a) For the purposes of sections 302 and 303, the President is hereby 
authorized to utilize such existing departments, agencies, officials, or corporations 
of the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 
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‘(b) Any agency created under this section, and any department, agency, offi- 
cial, or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functions under sections 302 
and 303 : Provided, That the amount borrowed under the provisions of this section 
by all such borrowers shall not exceed an aggregate of $2,100,000,000 outstanding 
at any one time: Provided further, That when any contract, agreement, loan, or 
other transaction heretofore or hereafter entered into pursuant to section 302 or 
303 imposes contingent liability upon the United States, such liability shall be con- 
sidered for the purposes of section 3679 and 3732 of the Revised Statutes, as 
amended, as an obligation only, te the extent of the probable ultimate net cost to 
the United States under such transaction ; and the President shall submit a report 
to the Congress not less often than once each quarter setting forth the gross 
amount of each such transaction entered inte by any agency of the United States 
Government under this authority and the basis for determining the probable ulti- 
mate net cost to the United States thereunder. For the purpose of borrowing as 
authorized by this subsection, the borrower may issue to the Secretary of the 
Treasury its notes, debentures, bonds, or other obligations to be rédeemable at its 
option before maturity in such manner ‘as may be stipulated in such obligations. 
Such obligations shall bear interest at a rate determined by the Secretary of the 
Treasury, taking into consideration the current average rate orn outstanding 
marketable obligations of the United States as of the last day of the month pre- 
ceding the issuance of the obligations. The Secretary of the Treasury is author- . 
ized and directed to purchase such obligations and for such purpose the Secretary 
of the Treasury is authorized to use as a public-debt transaction the proceeds 
from the sale of any securities issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under the Second 
Liberty Bond Act, as amended, are extended to include any purchases of obliga- 
tions hereunder. 


TITLE IV—PRICE AND WAGE STABILIZATION 


Terminated at the close of April 30, 1953, by section 11, 1953 amendments. 


TITLE V—SETTLEMENT OF. LABOR DISPUTES 
Terminated at the close of April 30, 1953, by section 11, 1953 amendments. 


TITLE VI—CONTROL OF REAL ESTATE CREDIT 


Terminated at the close of June 30, 1953, by section 11, 1953 amendments. 


TITLE VII--GENERAL PROVISIONS 


Sec. 701. (a) It is the sense of the Congress that small-business enterprises 
be encouraged to make the greatest possible. contribution toward achieving the 
objectives of this Act. 

(b) In order to carry out this policy— 

(i) the President shall provide small-business enterprises with full informa- 
tion concerning the provisions of this Act.relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and agencies 
under this Act; 

(ii) such business advisory committees shall be appointed as shall be appro- 
priate for purposes of consultation in the formulation of rules, regulatidns, or 
orders, or amendments thereto issued under authority of this Act, and in their 
formation there shall be fair representation for independent small, for medium, 
and for large business enterprises, for different geographical areas, for trade 
association members and nonmembers, and for different segments of the industry ; 

(iii) in administering this Act, such exemptions shall: be provided for small- 
business enterprises as may be feasible without impeding the accomplishinent 
of the objectives of this-Act; and 

(iv) in administering this Act, special provision shall be made for the expe- 
ditious handling of all requests, applications, or appeals from small-business 
enterprises. 

(c) Whenever the President invokes the powers given him in this Act to 
allocate any material in the civilian market, he shall do so in such a‘manner as 
to make available, so far as practicable, for business and various segments thereof 
in the normal channel of distribution of such material, a fair share of the avail- 
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able civilian supply based, so far as practicable, on the share received by such 
business under normal conditions during a representative period preceding any 
future allocation of materials: Provided, That the President shall, in the alloca- 
tion of materials in the civilian market, give due consideration to the needs of 
new concerns and newly acquired operations, undue hardships of individual 
businesses, and the needs of smaller concerns in an industry. 

(d) In order to further the objectives and purposes of this section, the Office 
of Defense Mobilization is directed to investigate the distribution of defense 
contracts with particular reference to the share of such contracts which has 
gone and is now going to small business, either directly or by subcontract; to 
review the policies, procedures, and administrative arrangements now being 
followed in order to increase participation by small business in the mobilization 
program ; to explore all practical ways, whether by amendments to laws, policies, 
regulations, or administrative arrangements, or otherwise, to increase the share 
of defense procurement going to small business ; to get from the departments and 
agencies engaged in procurement, and from other appropriate agencies including 
the Small Business Administration, their views and recommendations on ways 
to increase the share of procurements going to small business; and to make a re- 
port to the President and the Congress, not later than six months after the enact- 
ment of ‘the Defense Production Act Amendments of 1955, which report shall con- 
tain the following: (i) a full statement of the steps taken by the Office of Defense 
Mobilization in making investigations required by this subsection; (ii) the 
findings of the Office of Defense Mobilization with respect to the share of pro- 
curement which has gone and is now going to small business; (iii) a full and 
complete statement of the actions taken by the Office of Defense Mobilization and 
other agencies to increase such small business share; (iv) a full and complete 
statement of the recommendations made by the procurement agencies and other 
agencies: consulted by the Office of Defense Mobilization; and (v) specific rec- 
ommendations by the Office of Defense Mobilization for further action to in- 
crease the share of procurement going to small business. 

Sec. 702. As used in this Act— 

(a) The word “person” includes an individual, corporation, partnership, asso- 
ciation, or any other organized group of persons,.or legal successor or representa- 
tive of the foregoing, and includes the United States or any agency thereof, or 
any other government; or any of its political subdivisions, or any agency of any 
of the foregoing: Provided, That no punishment provided by this Act shall apply 
to the United States,'or to any such government, political subdivision, or govern- 
ment agency. 

(b) The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

(c) The word “facilities” shall not include farms, churches or other places 
of worship, or private dwelling houses. 

(d) The term, “national defense’ means programs for military and atomic 
energy production or construction, military assistance to any foreign nation, 
stockpiling, and directly related activity. 

(e) The words “wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions 
to or payments of insurance or welfare benefits, employer contributions to a pen- 
sion fund or annuity, payments in kind, and premium overtime payments. 

Sec. 703. (a) Except as otherwise specifically provided, the President may dele- 
gate any power or authority conferred upon him: by this Act to any officer or 
agency of the Government, including any new agency or agencies (and the Presi- 
dent is hereby authorized to create such new agencies, other than corporate 
agencies, as he deems necessary), and he may authorize such redelegations 
by that officer or agency as the President may deem appropriate. The Presi- 
dent is authorized to appoint heads and assistant heads of any such new agen- 
cies, and other officials therein of comparable status, and to fix their compensa- 
tion, without regard to the Classification Act of 1949, as amended, the head of 
one such agency to be paid at a rate comparable to the compensation paid to the 
heads of executive departments of the Government, .and other such heads, assist- 
ant heads, and officials at rates comparable to the compensation paid to the heads 
and assistant heads, of independent agencies of the Government. Any officer or 
agency may employ civilian personnel for duty in the United States, including 
the District of Columbia, or elsewhere, without regard to section 14 of the Federal 
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Employees Pay Act of 1946 (60 Stat. 219) as the President deems necessary to 
carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to admin- 
ister the authority conferred by title 1V of this Act shall be appointed by the 
President, by and with the advice and consent of the Senate. There shall be 
included among the policy-making officers of each regional office administering 
the authority conferred by title IV of this Act a resident of each State served by 
such office. whose governor requests such representation. 

Sec. 704. The President may make such rules, regulations, and orders as he 
deems necessary or appropriate to carry out the provisions of this Act. Any 
regulation or order under this Act may be established in such form and manner, 
may contain such classifications and. differeitiations,:and may provide for such 
adjustments and reasonable exceptions as in the judgment of the President are 
necessary or proper to effectuate the purposes of this: Act, or to prevent circum- 
vention or evasion, or to facilitate enforcement of this Act, or any rule, regula- 
tion, or order issued under this Act. No rule, regulation, or order issued under 
this Act which restricts the use of natural gas (either directly, or by restricting 
the use of facilities for the consumption of natural gas, or in any other manner) 
shall apply in any State in which a public regulatory agency has authority to 
restrict the use of natural gas and certifies to the President. that it is exercising 
that authority to the extent necessary to accomplish the objectives of this Act. 

Sec. 705. (a) The President shall’be entitled, while this Act is in effect and. 
for a period of two years thereafter, by regulation, subpena, or otherwise, to 
obtain such information from, require such reports and the keeping of such rec- 
ords by, make such inspection of the books, records, and other writings, premises 
or property of, and take the sworn testimony of, and administer oats and affirma- 
tions to, any person as may be necessary or appropriate, in his discretion, to the 
enforcement or the administration of this Act and the regulations or orders 
issued thereunder. The President shall issue regulations insuring that the 
authority of this subsection will be utilized only after the scopé and: purpose of 
the investigation, inspection, or inquiry to be made ,jhave been defined by compe- 
tent authority, and it is assured that no adequate and‘authoritative data are 
available from any Federal or other. responsible agency. In case of ¢ontumacy 
by, or. refusal to obey a subpena served upon, any person referred to in this sub- 
section, the district court of the United States for any district in which such 
person is found or resides or transacts business, upon application by the Presi- 
dent, shall have jurisdiction to issue an order requiring such person. to. appear 
and give testimony or to appear and produce documents, or both: and any failure 
to ee such order of the court may be punished by such court as a contempt 
thereo 

(b) No person shall be excused from complying with any requirement, under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or othérwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any transac- 
tion, ‘matter, or thing concerning which he ‘is so, compelled, after having. claimed 
his privilege against self-incrimination, to testify or produce evidence, documen- 
tary or otherwise, except that such natural person so. testifying shall ‘not be 
exempt from prosecution and punishment for perjury committed in’'so testifying: 
Provided, That ‘the immunity granted: herein from prosecution and punishment 
and from any penalty. or forfeiture shall not be construed to vest in any. individual 
any right to priorities assistance, to the allocation of materials, or to any other 
benefit which is within the power of the President to grant under any provision 
of this Act. 

(c). The production of a person’ ’s books, records, or other, documentary. evi- 
dence shall. not be required at any place other than the place where such person 
usually keeps them, if prior to the return date specified in the regulations,.sub- 
pena, or other document issued with respect thereto, such person furnishes the 
President with a true copy of such books, records, ,or other documentary evi- 
dence ‘(certified by .such person under oath to, be a‘triie and correct-copy) or 
enters into-a stipulation with the President as to the information contained in 
such. books, records, or. other documentary evidence. .. Witnesses shall he paid the 
same fees.and mileage that are paid witnesses in the courts of the United: States. 

(d) Any person who willfully performs any act prohibited or willfully fails 
to perform any «ct required by the above provisions of this section, or any rule, 
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regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 

(e) Information obtained under this section which the President deems con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or disclosed 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conv iction, ‘be fined not more than $10,000, or imprisoned for not 
more than one year, or both. 

All information obtained by the Office of Price Stabilization under this section 
705, as amended, and not made public prior to April 30, 1953, shall be deemed 
confidential and shall not be published or disclosed, either to the public or to 
. another Federal agency except the Congress or any duly authorized committee 
thereof, aiid except the Department of Justice for;such use as it may deem neces- 
sary in the performance of-its functions, unless the President. determines that 
the withholding thereof is ‘contrary to the’ interests of the national defense, and 
any person willfully violating this provision shall, upon conviction, be fined not 
more than $10,000 or imprisoned for not more than one year, or both. 

(f) Any person subpenaed under this section shall have the right to make a 
record of his testimony and to be represented by counsel. 

Src. 706. (a) Whenever in.the judgment of the President any person has en- 
gaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of this Act, he may make application to the 
appropriate court for an. order enjoining such acts or practices, or for an order 
enforcing .compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, or other order, with 
or without such injunetion or-restraining order, shall be granted without bond. 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdiction of:vioJations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any li- 
ability or’duty created by, or to enjoin any violation of, this Act or any rule, 
regulation, order, or subpena thereunder. Any criminal proceeding on account 
of any such violation may be brought in any district in which any act, failure to 
act, or transaction constituting the violation occurred. Any such civil action 
may be brought in any such district or in the district in which the defendant 
resides or transacts business. Process in such cases, criminal or civil, may be 
served in any district wherein the defendant resides or transacts business or 
wherever the defendant may be found; the subpena for witnesses who are re- 
quired to attend a court in any district in such case may run into any other 
district. The termination of the authority granted in any title or section of this 
Act, or of any rule, regulation; or order issued thereunder, shall not operate to 
defeat any suit, action, or prosecution, whether theretofore or thereafter com- 
menced, with respect to any right, liability, or offense incurred or committed 
prior to the termination date of such title or of such rule, regulation, or order. 
No costs shall be assessed against the United States in any proceeding under 
this Act. All litigation arising under this Act or the regulations promulgated 
thereunder shall be under the supervision and control of the Attorney General. 

Sec. 707. No person shall be held liable for damages or penalties for any act or 
failure to act. resulting directly or indirectly from compliance with a rule, regula- 
tion, or order issued’ pursuant to this Act notwithstanding that any such rule, 
regulation, or order shall thereafter be declared by judicial or other competent 
authority to be invalid. No person shall discriminate against orders or contracts 
to which priority is assigned or for which materials or facilities are allocated 
under title I of this Act-or under any rule, regulation, or order issued there- 
under, by charging higher prices or by imposing different terms and conditions 
for such orders or contracts than for other generally comparable orders or con- 
tracts, or in any other manner. 

Sec. 708. (a) The President is authorized to consult with representatives of 
industry, business, financing, agriculture, labor, and other interests, with a view 
to encouraging the making by. such persons with the approval by the President 
of voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this 
Act is in effect, if.requested by the President pursuant to a voluntary agree- 
ment or program approved under subsection (a) and found by the President 
to be in the public interest as contributing to the national defense shall be 
construed. to be within the prohibition of the antitrust laws or the Federal 
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Trade Commission Act of the United States: “Provided; however, That after 
the enactment of the Defense Production Act Amendments of 1955, the exemp- 
tion from the prohibitions of the antitrust laws and the Federal Trade Com- 
mission Act of ‘the United States ‘shall apply only (1) ‘to acts and omissions 
to act requested by the President or his duly authorized delegate pursuant to 
duly approvel voluntary agreements or programs relating solely to the exchange 
between actual or prospective contractors of technical or other information, pro- 
duction techniques, and patents,or patent rights, relating to equipment’ used 
primarily by or for the military which is being procured by the Department 
of Defense or any department thereof, and the exchange of materials, equipment, 
and personnel to be used! in the production of such equipment; and (2) to 
acts and omissions to act requested by. the President or his duly authorized 
delegate pursuant to voluntary agreements or programs which were duly ap- 
proved under this section before the enactment of the Defense Production Act 
Amendments of 1955. The Attorney General shall review each of the voluntary - 
agreements, and programs covered ‘by this section, ‘and the activities being 
carried on thereunder, and, if he finds, after such review and after consultation 
with the Director of the Office of Defense Mobilization and other interested 
agencies, that the adverse effects of any such agreement or program on the 
competitive free-enterprise system outweigh the benefits of the agreemént or 
program to the national defense, he shall withdraw his approval in accordatice. 
with subsection (d) of this section. This review and determination shall be 
made within ninety days after the enactment of the Defense Production Act 
Amendments of 1955. 

A copy of each, such request intended to be within the coverage of this 
section, and any modification or withdrawal thereof, shall be furnished to the 
Attorney General and the Chairman of the Federal Trade Commission when 
made, and it shall be published in the Federal Register unless publication thereof 
would, in the opinion of the President, endanger the national security. 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless: 
otherwise required to be so appointed, and (2) upon the condition that such 
officials consult with the Attorney General and with the Chairman of the Federal 
Trade Commission not less than ten days before making any request or finding 
thereunder, and. (3) upon the condition that such officials obtain the approval 
of the Attorney General to any request thereunder before making the request. 
For the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except. to a 
single official of the Government. 

(d) Upon withdrawal of any request or finding made hereunder, or upon 
withdrawal by the Attorney General of his approval of the voluntary agree- 
ment or program on which the request or finding is based, the provisions of 
this section shall not apply to any subsequent act or omission to act by reason 
of such finding or request. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic , power 
in the course of the administration of this Act.. Such surveys, and the reports 
hereafter required, shall include. studies of the voluntary agreements and pro- 
grams authorized by this section. The Attorney General shall submit to the 
Congress and the President within ninety days after the approval of. this Act, 
and at least once every three months, reports setting forth the results of such 
surveys and including such recommendations as he may deem desirable. | 

(f) After the date of enactment of the Defense Production Act_Amendments. 
of 1952, no voluntary program or agreenient for the control of credits shail be 
approved or carried out under this section. 

Sec. 709. The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the re- 
quirements of section 3. thereof. Any rule, regulation, or order, or amendment 
thereto, issued under authority of this Act shall be accompanied by a statement 
that in the formulation thereof there has been consultation with industry repre- 
sentatives, including trade association representatives, and, that consideration 
has been given to their recommendations, or that special circumstances have 
rendered such consultation impracticable or contrary to the interest of the 
national defense, but no such rule, regulation, or order shall be invalid! by reason 
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ff! any subsequent finding by judicial or other authority that such a statement is 
ccurate. 
eit siay (a) Repealed by section 505 (c) (1) of the Act of June 28, 1955 (69 

(b) (1) The President is further authorized, to the extent he deems it neces- 
sary and appropriate in order to carry out the provisions of this Act, and sub- 
ject to such regulations as he may issue, to employ persons of outstanding ex- 
perience and ability without compensation ; 

(2) The President shall be guided.in the exercise of the authority provided 
in this subsection by the following policies: 

(i) So far as possible, operations under the Act. shall be carried on by full- 
time, salaried employees of the Government, and. appointments under this au- 
thority shall be to advisory or consultative positions only. 

(ii) Appointments to positions other than advisory'or consultative may be 
made under this authotity only when the requirements of the position are such 
that the incumbent must personally possess outstanding experience and ability 
not obtainable on a full-time,.salaried basis. 

(iii) In the appointment of personnel and in assignment of their duties, 
the head of the department or agency involved shall take steps to avoid, to 
as great an extent as possible, any conflict between the governmental duties 
and the private interests of such personnel. 

(3) Appointees under this subsection (b) shall, when policy matters are in- 
volved, be limited to advising appropriate full-time salaried Government Officials 
who are responsible for making policy decisions. 

(4) Any. person employed under this subsection (b) is hereby exempted, with 
respect to such employment, from the operation of sections 281, 283, 284, 434, and 
1914 of title 18, United States Code, and section 190 of the Revised Statutes 
(5 U.S. C. 99), except that— 

(i) exemption hereunder shall not extend to the negotiation or execution, 
by such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, part- 
nership, or' other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(ii) exemption hereunder shall not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, made by the private employer 
of the appointee or by any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(iii) exemption hereunder shall not extend to the prosecution by the ap- 
pointee, or, participation by the appointee in any fashion in the prosecution, 
of any claims against the Government involving any matter concerning which 
the appointee had any responsibility during his employment under this subsec- 
tion, during the period of such employment and the further period of two years 
after the termination of such employment; and 

(iv) exemption hereunder shall not extend to the receipt or payment of salary 
in connection with the appointee’s Government service hereunder from any 
source other than the private employer of the appointee at the time of his appoint- 
ment hereunder. 

(5) Appointments under this subsection (b) shall be supported by written 
certification by the head of the employing department or agency— 

(i) that the appointment is necessary and appropriate in order to carry out 
the provisions of the Act; 

(ii) that the duties of the position to which the appointment is being made 
require outstanding experience and ability ; 

(iii) that the appointee has the outstanding experience and ability required by 
the position; and 

(iv) that the department or agency head has been unable to obtain a person 
with the qualifications necessary for the position on a full-time, salaried basis, 

(6). The heads of the departments or agencies making appointments under this 
subsection (b) shall file with the Division of the Federal Register for publica- 
tion in the Federal Register a statement including the name of the appointee, the 
employing department or agency, the title of his position, and the name of his 
private employer, and the appointee shall file with such Division for publication 
in the Federal Register a statement listing the names of any corporations of 
which he is an officer or director or within 60 days preceding his appointment has 
been an officer or director, or in which he owns, or within 60 days preceding his 
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appointment has owned, any stocks, bonds, or other financial interests, and the 
names of any partnerships in which he is, or was within 60 days preceding his 
appointment, a partner, and the names of any other businesses in which he owns, 
or within such 60-day period has owned, any similar interest. At the end of each 
succeeding six-month period, the appointee shall file with such Division for pub- 
lication in the Federal Register a statement showing any changes in such inter- 
ests during such period. 

(7) At least once every three months the Chairman of the United States Civil 
Service Commission shall survey appointments made under this subsection and 
shall report his findings to the President and the Joint Committee on Defense 
Production and make such recommendations as he may deem proper. 

(8) Persons appointed under the authority of this subsection may be allowed | 
transportation and not to exceed $15 per diem in lieu of subsistence while away 
from their homes or regular places of business pursuant to such appointment. 

(c) The President is authorized, to the extent he deems it necessary and 
appropriate in order to carry out the provisions of this Act, to employ. experts 
and consultants or organizations thereof, as authorized by section 55a of title 5 
of the United States Code. Individuals so employed may. be compensated at 
rates not in excess of $50 per diem and while away from their homes or regular 
places of business they may be allowed transportation and not to exceed $15 per 
diem in lieu of subsistence and other expenses while so employed. The President 
is uuthorized to provide by regulation for the exemption of such persons from the 
operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U. 8S. C. 99). 

(d) The President may utilize the services of Federal, State, and local agencies 
and mity- utilize and establish such regional, local, er other agencies, and 
utilize such voluntary and uncompensated services, as may from time to time 
be needed ;and he is authorized to provide by regulation for the exemption of 
persons whose services are utilized under this subsection from the operation of 
sections 281, 283, 284, 434, and 1914 of title 18 of the United States Code and 
section 190 of the Revised Statutes (5 0. 8S. C. 99). 

(e) The President is further authorized to provide for the establishment and 
training of a nucleus executive reserve for employment in executive positions 
in Government during periods of emergency. Members of this executive re- 
serve who are not full-time Government employees may be allowed transporta- 
tion and not to exceed $15 per diem in lieu of subsistence while away from 
their homes or regular places of business for the purpose of participating in 
the executive reserve training program. The President is authorized to pro- 
vide by regulation for the exemption of such persons who are not full-time 
Government employees from the operation of sections 281, 283, 284, 434, and 
1914 of title 18 of the United States Code and section 190 of the Revised Statutes 
(5 U. S.-C. 99). 

(f) Whoever, being an officer or employee of the United States or any depart- 
ment or agency thereof (including any Member of the Senate or House of 
Representatives), receives, by virtue of his office or employment, confidential 
information, and (1) uses such information in speculating directly or indirectly 
on any commodity exchange, or (2) discloses such information for the purpose 
of aiding any other person so to speculate, shall be fined not more than $10,000 
or imprisoned not more than one year, or both. As used in this section, the term 
“speculate” shall not include a legitimate hedging transaction, or a purchase or 
sale which is accompanied by actual delivery of the commodity. 

(z) The President, when he deems such action necessary, may make provision 
for the printing and distribution of reports, in such number and in such manner 
as he deems appropriate, concerning the actions taken to carry out the objectives 
of this Act. 

Sec. 711. There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and pur- 
poses of this Act by the President and such agencies as he may designate or 
create. Funds made available for the purposes of this Act may be allocated 
or transferred for any of the purposes of this Act, with the approval of the 
Burean of the Budget, to any agency designated to assist in carrying out this 
Act. Funds so allocated or transferred shall remain available for such period 
as may be specified in the Acts making such funds available. 

Sec. 712. (a) There is hereby established a joint congressional committee to 
be known as the Joint Committee on Defense Production (hereinafter referred 
to as the committee), to be composed of ten members as follows: 
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(1) Five members who are members of the Committee on Banking and 
Currency of the Senate, three from the majority and two from the minority 
party, to be appointed by the chairman of the committee; and 

(2) Five members who are members of the Committee on Banking and 
Currency of the House. of Representatives, three from the majority and two 
from the minority party, to be appointed by the chairman of the committee. 

A vacancy in the membership of the committee shall be filled in the same 
manner as the original selection. The committee shall elect a chairman and a 
vice chairman from among its members, one of whom shall be a Member of the 
Senate and the other a Member of the House of Representatives. 

(b) It shall be the function of the Committee to make a continuous study of 
the programs and of the fairness to consumers of the prices authorized by this 
Act and to review the progress achieved in the execution and administration 
thereof. ‘Upon request, the committee shall aid the standing committees of the 
Congress having legislative jurisdiction over any part of the programs author- 
ized by this Act; and it shall make a report to the Senate and the House of 
Representatives, from time to time, concerning the results of its studies, together 
with such recommendations as it may deem desirable. Any department, official, 
or agency administering any of such programs shall, at the request of the com- 
mittee, consult with the committee, from time to time, with respect to their 
activities under this Act, 

(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by sub- 
pena (to be issued under the signature of the chairman or vice chairman of the 
committee) or otherwise the attendance of such witnesses and the production of 
such books, papers, and documents, to administer such oaths, to take such testi- 
mony, to procure such printing and binding, and to make such expenditures as it 
deems advisable. The cost of stenographic services to report such hearings shall 
not be in excess of.40 cents per hundred words. The provisions of sections 102 
to 104, inclusive, of the Revised Statutes shall apply in case of any failure of 
any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Classi- 
fication Act of 1949, as amended, fix the compensation of such experts, consult- 
ants, technicians, and organizations thereof, and clerical and stenographic 
assistants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$65,000 in any fiscal year, shall be paid from the contingent fund of the House 
of Representatives upon vouchers signed by the Chairman or Vice Chairman. 

(f) The Secretary of Commerce shall make a special investigation and study 
of the production, allocation, distribution, use of nickel, of its resale as scrap, 
and of other aspects of the current situation with respect to supply and market- 
ing of nickel, with particular attention to, among other things, the adequacy of 
the present system of nickel allocation between defense and civilian users. The 
Secretary of Commerce shall consult with the Joint Committee on Defense Pro- 
duction during the course of such investigation and study with respect to the 
progress achieved and the results of the investigation and study, and shall make 
ap interim report on the results of the investigation and study on or before 
August 15, 1956, and shall, or or before December 31, 1956, make a final report 
on the results of such investigation and study, together with such recommenda- 
tions as the Secretary of Commerce deems advisable. Such reports shall be made 
to the Senate (or to the Secretary of the Senate if the Senate is not in session) 
and to the House of Representatives (or to the Clerk of the House of Repre- 
sentatives if the House is not in session). 

Sec. 713. The provisions of this Act shall be applicable to the United States, its 
Territories and possessions, and the District of Columbia. 

Sec. 714. Terminated at the close of July 31, 1953. For purposes of section 
301 (a) of this Act, section 714 (a) (1) defined a small-business concern thusly: 
“* * * a9 small-business concern shall be.deemed to be one which is independently 
owned and operated and which is not dominant in its fleld of operation,” and 
provided that, “The Administration, in making a detailed definition, may use 
these criteria, among others: independency of ownership and operation, number 
of employees, dollar volume of business, and nondominance in its field.” 

Sec. 715. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the Act, 
and the application of such provision to persons or circumstances other than 
those as to which it is held invalid, shall not be affected thereby. 
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Sec. 716. That no person may be employed under this Act who engages in a 
strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against 
the Government of the United States, or who advocates, or who is a member of 
an organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided, That for the purposes hereof an affidavit 
shall be considered prima facie evidence that the person making the affidavit has 
not contrary to the provisions of this section engaged in a strike against the 
Government of the United States, is not a member of an organization of Govern- 
ment employees that asserts the right to strike against the Government of the 
United States or that such person does not advocate, and is not a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided further, That any person who engages in 
a strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against 
the Government of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for 
which are paid from any appropriation or fund contained in this Act shall be 
guilty of a felony and, upon conviction, shall be fined not more than $1,000 or 
imprisoned for not more than one year, or both: Provided further, That the 
above penalty clause shall be in addition to, and not in substitution for, any 
other provisions of existing law. 

Sec. 717. (a) Title I (except section 104), title III, and title VII (except 
section 714) of this Act, and all authority conferred thereunder, shall terminate 
at the close of June 30, 1958. Section 714 of this Act, and all authority con- 
ferred thereunder shall terminate at the close of July 31, 1953. Section 104, 
title II, and title VI of this Act, and all authority conferred thereunder shall 
‘terminate at the close of June 30, 1953. Title FTV and V of this Act, and all 
authority conferred thereunder, shall terminate at the close of April 30, 1953. 

(b) Notwithstanding the foregoing— 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor. 

(2) The Congress may also provide by concurrent resolution that any section 
-of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of 
the provision authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corpora- 
tion utilized under this Act, shall not affect the disbursement of funds under, 
or the carrying out of, any contract, guaranty, commitment or other obligation 
entered into pursuant to this Act prior to the date of such termination, or the 
taking of any action necessary to preserve or protect the interests of the United 
‘States in any amounts advanced or paid out in carrying on operations under 
this Act, or the taking of any action (including the making of new guaranties) 
deemed by a guaranteeing agency to be necessary to accomplish the orderly 
liquidation, adjustment, or settlement of any loans guaranteed under this Act, 
including actions deemed necessary to avoid undue hardship to borrowers in 
reconverting to normal civilian production; and all of the authority granted to 
the President, guaranteeing agencies, and fiscal agents, under section 301 of this 
Act shall be applicable to actions taken pursuant to the authority contained in 
this subsection. 

Notwithstanding any other provision of this Act, the termination of title VI 
-or any section thereof shall not be construed as effecting any obligation, condi- 
tion, Hability, or restriction arising out of any agreement heretofore entered 
into pursuant to, or under the authority of, section 602 or section 605 of this Act, 
or any issuance thereunder, by any person or corporation and the Federal Gov- 
ernment or any agency thereof relating to the provision of housing for defense 
workers or military personnel in an area designated as a critical defense hous- 
ing area pursuant to law. 

(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a 
milk marketing order issued by the Secretary of Agriculture pursuant to the 
Agricultural Marketing Agreement Act of 1937 shall be maintained unless such 
action is brought by producers specifically named as party plaintiffs to recover 
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their respective share of such payments within ninety days after the date of 
enactment of the Defense Production Act Amendments of 1952 with respect 
to any cause of action heretofore accrued and not otherwise barred, or within 
ninety days after accrual with respect to future payments, and unless each claim- 
ant shall allege and prove (1) that he objected at the hearing to the provisions 
of the order under which such payments were made and (2) that he either re- 
fused to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of 
the United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds held 
in escrow pursuant to court order. Notwithstanding any other provision of this 
Act, no termination date shall] be applicable to this subsection. 


Senator Rogerrson. I have a statement from the American Bank- 
ers Association for the record. 
(The statement referred to follows :) 


Tue AMERICAN BANKERS ASSOCIATION, 
Washington, D. C., June 12, 1958. 
Hon. J. W. FuvsrieHt, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR FULBRIGHT: In connection with the consideration by the Com- 
mittee on Banking and Currency of 8S. 3323, which would extend for 2 years the 
Defense Production Act of 1950, as amended, I wish to submit this statement 
of the views of the American Bankers Association. 

The association is particularly interested in section 301 of the act which 
authorizes certain departments of the United States Government to guarantee, 
in whole or in part, any public or private financing institution against loss of 
principal or interest on loans made to private contractors, subcontractors, and 
others in connection with the performance or termination of defense contracts. 
This financing program, known as the V-loan program, was in effect during 
World War II and was reactivated in 1950. It has enabled contractors and 
subcontractors, both large and small, with the necessary production know-how, 
but with limited financial resources, to obtain financing needed for the perform- 
ance of Government procurement contracts. 

This program has relieved the Government of the burden of defense financing 
and the costs incidental thereto. The Department of Defense reported a net 
profit in excess of $22 million from guaranty and commitment fees and interest 
received by it in connection with. the V-loan program from 1950 to March 1958. 

We feel that the V-loan program has made an important contribution to the 
national defense procurement program and that the continuance of the guaran- 
tee authority under section °301 of the Defense Production Act of 1950, as 
amended, is necessary. We urge, therefore, that favorable consideration be 
given to the extension of seetion 301 for 2 years as proposed in §S. 3223. 

Sincerely yours, 
J. OtneEY Brotr, General Counsel. 


Senator Roperrson. The committee will now go into executive 
session. 

on aT ' 

(Whereupon, at 10:35 a. m., the subcommittee went into executive 
session. ) 


x 








